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PROFESSOR EDGEWORTH’S COLLECTED PAPERS ! 


THESE three volumes, which appear under the auspices of 
the Royal Economic Society, comprise the principal articles and 
reviews on economic subjects contributed by Professor Edge- 
worth (for the most part to the Economic JoURNAL) between 1887 
and 1921. The first volume is divided into three sections, headed 
respectively Value-and-Distribution, Monopoly and Money; and 
the second into three further sections, International Trade, 
Taxation and Mathematical Economics. Some short additional 
notes have been introduced by the author, and some passages, 
which appeared in the original articles, have been omitted. 
The third volume is a collection of critical and appreciative 
reviews. 

The Editor of the Economic JouRNAL has invited me to write 
a comment on this important publication. It is a privilege to be 
given this opportunity of expressing the pleasure that all English 
economists will feel in seeing Professor Edgeworth’s economic 
papers brought together in one collection and of voicing our 
common tribute of gratitude and admiration for his long record 
of valuable and exacting work. It will not be expected that I 
should attempt here any detailed appraisement and criticism of 
discussions covering so wide a range, and probing so deeply into 
subtle and elusive issues. Had I conceived that to be the duty 
of whoever should review this book I should have declined the 
task; for I am not competent to undertake it. There is, how- 
ever, a humbler service needed: to note and characterise in a 
general way, for those not already familiar with it, the scope and 
nature of Professor Edgeworth’s work. That service I may, 
perhaps, adventure without presumption. 

In the first section, Value-and-Distribution, the most important 
paper is that entitled The Theory of Distribution, reproduced from 


1 Papers relating to Political Economy, by Professor F. Y. Edgeworth, 3 vols. 
(Published on behalf of the Royal Economic Society by Macmillan and Co.) 
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the Quarterly Journal of Economics of February 1904. In the 
course of it attention is focussed upon the peculiar status of the 
entrepreneur, and the question is raised whether entrepreneurs, 
like other agents of production, tend to receive payment equal to 
the value of the marginal net product of their services. The 
difficulty, of course, is that there is no conscious agent paying 
entrepreneurs for their work in the way that entrepreneurs pay 
other agents of production, and that, therefore, in their case, the 
mechanism, which, for those others, adjusts their payment to 
their “worth,” is lacking. ‘The law of marginal produc- 
tivity,” Professor Edgeworth concludes, ‘is not fulfilled in the 
sense that the portion of the national dividend accruing to entre- 
preneurs is a sum of terms each of which is the product of an 
entrepreneur’s work reckoned in hours, or similar doses, and the 
marginal productivity of the dose (multiplied by a certain co- 
efficient). Let us see whether the law is fulfilled when we take 
a larger dose, the total work of an entrepreneur. ... The 
affinity between entrepreneurs and salaried managers supplies 
the missing link for the general proof of the new law. For, 
normally, it may be presumed that an independent entrepreneur 
(of our second species) does not make less (in addition to the 
profit that he makes, or might have made, by investing in some 
other business money of his own) than a manager of like abilities. 
And perhaps he does not make much more, The difference is 
possibly small, probably diminishing, certainly difficult to verify 
statistically, perhaps hardly worth fighting about. Interpreted 
cautiously, the law holds good approximately” (Vol. I. pp. 
29-30). This is a characteristic passage. 

In Section 2, on The Theory of Monopoly, there is included an 
article from the Economic JoURNAL, in which ‘the implements 
of mathematics’ are employed to criticise a number of pro- 
positions maintained by Professor Seligman in the earlier editions 
of his Shifting and Incidence of Taxation. There is also included 
a paper on Railway Rates, in which some issues connected with 
discriminating charges are discussed. But the most important 
article in this section is a re-translation from the Giornale degli 
Economisti of 1897 of the original and important article which 
appeared there under the title Teoria pura del Monopolio. 
Monopoly is a subject which it is peculiarly difficult to examine 
satisfactorily without the help of mathematics, and in which, more- 
over, even mathematicians, unless they use their weapons carefully, 
are liable—witness Cournot’s mistakes—to go wrong. Professor 
Edgeworth finally establishes, in agreement with Bertrand and 
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others, that, contrary to Cournot’s view, “ when two or more 
monopolists are dealing with competitive groups, economic equi- 
librium is indeterminate.” This conclusion, it may be remarked 
in passing, has a very important practical significance in regard 
to proposals for attacking ‘‘ Trusts’ by breaking them up into 
their component parts: the result of this may be, not to restore 
‘“‘ competition,” but to bring about a régime of unstable “‘ multiple 
monopoly.” Another practical consequence is noticed by Pro- 
fessor Edgeworth himself. If every trade were unified into a 
monopolistic body, there being nothing determinate to investigate, 
abstract economists would be deprived of their occupation ; 
“there would survive only the empirical school, flourishing in a 
chaos congenial to their mentality.”” A difficult division of this 
article deals with the complications which arise when monopoly 
is combined with correlations of demand and supply for different 
things—complications which would seem to defy analysis by 
purely literary methods. The broad result is to emphasise the 
wide range of possibility that is present when monopoly prevails. 
Analytically, as Professor Edgeworth himself points out elsewhere 
(Vol. II. p. 94, footnote), the reason why fewer conclusions can 
be laid down as certain under monopoly than under competi- 
tion is that the signs, not only of the first but also of the second 
differential coefficients of the demand and supply functions are 
relevant factors. 

Of the 247 pages in the section headed Money all but 36 are 
devoted to papers on Index-numbers. Among these the chief are 
the very important memoranda prepared by Professor Edgeworth 
for the British Association Committee in 1887-9: but there are 
also other valuable pieces, notably that entitled Professor Wesley 
Mitchell on Index-numbers, which was published in the Economic 
JOURNAL in 1918. The British Association Memoranda were 
path-breaking studies in a region at that time very much less 
familiar than it is now. They are of a kind to which the term 
‘classical’? may properly be applied. In a subsequent article 
(1894) there is the interesting and important suggestion that, 
owing to the fact that the satisfaction which people derive from 
their real income depends largely, not on its absolute magnitude, 
but on its magnitude relatively to that of their neighbours, a 
standard so arranged as to make a pound purchase a constant 
amount of labour would also make it purchase an amount of 
satisfaction not very far from constant, even though, with in- 
creasing command over nature, it involved a large fall in com- 


modity prices (Vol. I. pp. 344 and 346). Insufficient attention 
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seems to have been paid to this point in later discussions. In the 
prefatory note to the 1918 article Professor Edgeworth claims, 
“that an index-number may be more than a register of a change 
in the value of certain specified articles; that there is an average 
trend of prices which may be expressed by methods other than 
those of a commercial account. This view is more acceptable 
now than it was thirty-five years ago. It is recognised in theory 
by Professor Mitchell and realised in practice by Mr. Flux” 
(Vol. I. p. 384). A subtle issue, and one, as it seems to the present 
writer, not even yet completely clarified, is suggested by these 
words. 

The second volume opens with the important and well- 
known articles on the Pure Theory of International Values and the 
Pure Theory of Taxation, published in the Economic JouRNAL 
in 1894 and 1897 respectively. In accordance with his usual 
practice, Professor Edgeworth employs successively the tools of 
ordinary language and those of geometrical and algebraic analysis. 
It is curious to note that a proof offered of asymmetry between the 
effects of import and export taxes, which the author at first 
claimed as peculiarly due to the mathematical method, was 
afterwards found to be incorrect—to be valid of certain taxes in 
kind, but not of taxes, as they are actually levied in money. 
This error, which Professor Edgeworth, of course, long ago 
acknowledged and set right, entitles literary economists to some 
friendly mockery. Still, the fact that an expert in the Russian 
language once made a slip does not, we may invite them to 
remember, prove that to remain in ignorance of that language 
is the whole duty of man! The paper on the Pure Theory of 
International Trade and that on the Pure Theory of Taxation 
alike suffer, as we read them now, from the fact that ground which 
has, largely as a result of Professor Edgeworth’s own work, 
become moderately familiar, was, when these papers were written, 
but little traversed and imperfectly surveyed. This is true both 
as regards the incidence of taxes and as regards the issue between 
the principles of minimum sacrifice and of equal sacrifice. When 
discussions written long ago are reprinted, or, as with some of 
Marshall’s work, printed for the first time, many years afterwards, 
it is very easy to forget that, if they had not been written (or their 
substance taught), what now seems familiar in them would not 
have seemed familiar. The crime that Shakespeare committed in 
putting into Hamlet’s mouth so many hackneyed quotations is 
one for which there are extenuating circumstances ! 

The last article of this section, following on a series of dis- 
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cussions connected with the questionnaire of the Royal Commission 
on Imperial and Local Taxation and dealing mainly with urban 
rates, is one reprinted from the Economic JouRNAL of 1920 under 
the title Formule for graduating Taxation. In this article Professor 
Edgeworth argues that the Royal Commission on the Income Tax 
“seems not to have done justice to the use of mathematical 
formule for the purpose of interpolation’ (Vol. II. p. 270). 
Possibly there is some misconception behind this criticism. The 
Commission, rightly or wrongly, made no attempt to modify the 
general trend of the existing income-tax scale, but were greatly 
exercised to smooth over the five or six unfair and evasion-pro- 
ducing jumps found in it. There was no objection to accom- 
plishing this by means of a mathematical formula; for, of course, 
the Commission’s own scheme (though probably not all the 
members realised the fact !) can be represented by such a formula. 
It was deemed essential, however, that any formula employed 
should be such that, for the main body of incomes subject to 
assessment, it could be applied by means of abatements; for 
otherwise, as witnesses with administrative experience very 
strongly maintained, it would be beyond the power of the Revenue 
officials to deal satisfactorily with incomes consisting of parts 
assessed in different places, with adjustments consequent upon 
such things as the vacating of a house in the middle of the income- 
tax year, and so on. Had it been possible to make a scale of 
effective rates substantially equivalent to the old scale by means 
of a single rate and a single abatement, that would, from the 
point of view of administrative technique, have been the ideal 
arrangement. But that, of course, was mathematically impossible. 
The system actually proposed and now adopted was the nearest 
approach to that ideal which the Commissioners were able to 
attain. In the face of the technical evidence they would have 
assumed a very grave responsibility had they recommended any 
graduation formula that involved abandoning the method of 
abatement in favour of direct assessment at a continuing series 
of progressive rates. 

In the section headed Mathematical Economics, which con- 
cludes Volume II, the most notable article is, I think, that entitled 
Applications of Probabilities to Economics, published in the 
Economic JourNAL of 1910. This article, like the memorandum 
on Index-numbers, has a path-breaking quality. We have an 
organon of theory, but we have not, in general, the data necessary 
to enable us to draw actual curves of demand and supply. Con- 
sequently, we cannot employ our organon to determine quantita- 
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tively the effects of assigned causes. Professor Edgeworth 
suggests that we are none the less able to take some steps in the 
direction of this ideal ; because there is an “‘ unverified probability ”’ 
—apart from specific facts—that our curves possess certain 
definable characteristics—that, for example, they do not abound 
in singularities, that an increase in one of the quantities represented 
‘“‘ig attended with a (simply) proportional increase of the other 
throughout a trend of sensible extent” (Vol. II. p. 388). The 
need for something of this kind is imperative, particularly in 
connection with monopolies, if we are not to be reduced to com- 
plete nescience. Thus, it can be proved that in conceivable 
conditions a tax upon first-class railway fares will have the effect 
of lowering both first and third class fares. Is it reasonable to 
suppose that the conditions appropriate to this result are realised 
in fact : is the result a likely one, or an unlikely one; and so on ? 
Professor Edgeworth has answers to questions of this type. On 
similar lines he defends three important probable propositions 
concerning discrimination. The last of these is as follows (Vol. 
II. p. 407) :—‘‘ Probably if the disturbance of prices caused by 
discrimination is not considerable, the portion of the monopolist’s 
maximum which is due to the infliction of loss on the customers 
is inconsiderable ’’—from which it follows that, for a small pay- 
ment, the monopolist might be induced so to modify his price 
system as to produce a substantial social gain. This article con- 
cludes as follows :—‘‘ The sun of full knowledge may illuminate 
part of our course. There may be enough of that daylight to 
enable us at least to select the proper path, which may then be 
pursued in safety by the star-light of probabilities” (p. 426). The 
path is difficult, and for any but a master-cragsman, dangerous ; 
but it leads to a region seldom visited and challenging to the 
brave. 

The reviews that constitute the third volume—with which 
perhaps some of the lesser papers in Volume II might appro- 
priately have been associated—illustrate the charming courtesy 
of Professor Edgeworth’s criticisms. An author, whose carefully 
constructed edifice has been as carefully knocked down, cannot but 
be soothed by reading above its ruins an inscription such as this : 
‘““On the whole I see no reason to modify the opinion that the 
theorem in question is neither quite true nor very important. If it 
could have been saved it would have been by the more abstract part 
of Professor’s . . . brilliant reasoning.” I shall not, naturally, 
attempt to review reviews, but shall content myself with observing 
that among the authors whose works are considered are the 
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following important writers : Marshall, Sidgwick, B6hm-Bawerk, 
Pareto, Pierson, Dr. Keynes, Professor Fisher, Professor Bastable, 
Professor Nicholson, Professor J. B. Clark, Professor Dietzel, 
Professor Colson, Professor Cassel and Professor Loria. 

In the course of these three volumes Professor Edgeworth 
more than once makes use of metaphors from the art of moun- 
taineering. ‘‘ Both species of double standard (bimetallism and 
symmetallism) may be compared to the rope by which mountain 
climbers are mutually secured, upon the principle that two parties 
are not likely to slip at the same time. Both the monetary cords 
are difficult to attach; but the bimetallic species has the further 
disadvantage that, when one of the parties falls over a precipice 
the rope is cut’ (Vol. I. p. 441). It would have been possible to 
extend this analogy by taking into account possible differences 
between the normal stability of the two climbers and the factor 
of safety introduced by elasticity in the rope! Again: ‘‘ Suppose, 
as a party of mountaineers pass up a steep slope, the opposing 
crest gives way, and they are carried down by a sort of avalanche, 
and landed on a new inclined plane. Again they urge their 
toilsome way upwards; and again, before the crest is reached, 
they are precipitated on to another ledge below; and so on till 
they are brought to a stop on some steep and comparatively 
firm slope’ (Vol. II. p. 88). This nightmare-like conception is 
used in an ingenious manner to illumine the nature of competitive 
industry obeying the law of increasing returns! To one who 
has shared with Professor Edgeworth the privilege of membership 
of the Alpine Club it is a pleasure to read these things. Perhaps 
he may be permitted to contribute an illustration of the same 
character. Professor Edgeworth and Alfred Marshall are alike 
in that both have been accustomed to the heights of abstract 
thought. But Marshall went there stealthily and in secret. He 
deliberately wrapped himself about with the greatcoat and other 
insignia of the valley walker. He pretended, for the benefit of 
business men, either that he could not and would not dream of 
abandoning the plains, or, if accidentally detected upon a summit, 
that all his mountains were flat and all his discoveries platitudes ! 
Professor Edgeworth’s method is quite different. There is no 
concealment about his journeys. He positively flaunts ice-axe 
and crampons and rubber shoes in the face of outraged domes- 
ticity: nobody who offers to accompany him need have any 
doubt as to the class of expedition that he will be called upon to 
undertake! Naturally, therefore, he must defend his practice ; 
for there are many who look askance upon these difficult 








184 THE ECONOMIC JOURNAL [JUNE 


adventures. This is one of his defences : ‘‘ I hope that in academic 
circles it may be allowable not to construe use narrowly. There 
still is room for the studies which the Greeks attributed to 
theoretical science, as distinguished from practical sagacity, 
which Aristotle characterised as wonderful, and hard to be 
attained to, and sublime, but not immediately useful, nor directly 
applicable to the service of humanity” (Vol. I. p. 7). There 
is also something further: ‘‘ An outline of theory so abstract 
[he is referring to his discussion of distribution] is not to be despised 
as useless. It satisfies a legitimate curiosity. It is part of a 
liberal education. It is comparable in these respects with an 
elementary knowledge of astronomy. Such knowledge will not 
be of much use in navigation. And yet it has a certain bearing 
on real life. The diffusion of just notions about astronomy has 
rendered it impossible for astrologers any longer to practise on 
the credulity of mankind. A knowledge of first principles affords 
a test by which the authority of those who offer themselves as 
guides may be established. A little science has a further use; it 
is of assistance in obtaining more” (Vol. I. pp. 50-1). In the 
words which he quotes elsewhere from Dupuit, “ Quand on ne 
peut savoir une chose, c’est déjé beaucoup que de savoir qu’on 
ne sait rien.” Again: ‘Correct theory has a use beyond its 
immediate application to practice; a dialectic or controversial 
use. Those who appeal to theory shall go to that tribunal, even 
though it is not final. There is here a legitimate sort of 
argumentum ad hominem ; for which it is not easy to find a 
parallel among the older sciences. . . . In the race of the sciences 
we are, as it were, handicapped by having to start at a considerable 
distance behind the position of mere nescience. An effort is 
required to remove prejudices worse than ignorance; a great part 
of the career of our science has consisted in surmounting pre- 
liminary fallacies’ (Vol. I. p. 5). Some, no doubt, will hold that, 
though considerations of this kind justify an occasional ascent 
into the high hills of speculation, they do not countenance the 
prolonged sojourn there that Professor Edgeworth has made. 
But the most obdurate of critics will accept this word: “In the 
manufacture of economic wisdom each of us should expend his 
little fund of energy, partly on the fixed capital of the deductive 
organon and partly on the materials of historical experience. The 
margin of profit and loss in the intellectual, as in the external, 
world will differ with the personality of individuals. No general 
rule is available except that, like the cultivated Athenians, we 
should eschew the invidious disparagement of each others’ 











1925] PROFESSOR EDGEWORTH’S COLLECTED PAPERS 185 


pursuits’ (Vol. I. p. 11). Very few economists are equipped to 
take an equal part with Professor Edgeworth in his lofty climbs : 
not many are even qualified to follow on the rope behind him. 
But, standing by the telescope on the terrace of our hotel, the 
least venturesome among us can watch and admire and con- 
gratulate. We can place upon our shelves with gratitude this 
record of high expeditions brilliantly conceived and gallantly 
carried out. 
A. C. Picou 








AN APPROACH TO THE THEORY OF BUSINESS 
RISKS 


I 


A COMPLETE solution by any community of its primary 
economic problem of Production requires that it shall achieve 
the full satisfaction of its material wants. But any near approach 
to the attainment of this end is opposed by two conditions. 
As the result of our situation in an order of nature imperfectly 
adapted to our needs, we must expend energies in transforming 
air into wheat and ore into pots and pans: we are compelled 
to undertake costly operations in order to overcome the resist- 
ances which the materials at our disposal oppose to their trans- 
lation into forms and places more to our liking. Further, as a 
result of the obscurity of the conditions in which we are situated 
we are compelled to carry out these operations not in the full 
light of day but, as it were, in a perpetual economic twilight, 
with the result that means cannot be closely and continuously 
adjusted to ends and the efficiency of our operations is conse- 
quently impaired. The satisfaction of our material wants is 
then opposed by these two conditions: the one, the intractability 
of the natural resources at our disposal; the other, the incalcul- 
ability of the results of the operations by which those resources 
are adapted to our needs. 

There is no need to discuss in any detail the nature of the 
costs arising from the intractability of our resources; they 
consist of the Working and Waiting which would be necessary 
even though the economic product (i.e. the value) resulting 
from their operations were completely calculable. Nevertheless, 
in order that they may be clearly defined, two observations 
should be made. It should be noticed, first, that the assumption 
of complete calculability which is necessary in order to isolate 
the first set of costs does not necessitate the assumption of 
omniscience. Complete calculability is compatible with very 
imperfect knowledge. Just as the physical product of a technical 
operation in a laboratory may be perfectly calculable in spite 
of our imperfect understanding of the properties of the materials 
employed, so the economic product of a business operation 
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might be perfectly calculable in spite of our imperfect ability to, 
develop the full efficiency of the resources engaged. This point 
is raised only in order to make it clear that the distinction between 
the two kinds of real cost under consideration is not that between 
perfect and imperfect knowledge. It should be noticed, further, 
that this first group of costs includes a loss of productive efficiency 
arising from the circumstance that in the presence of change, 
even if that change is fully foreseen, the intractability of the 
appliances of production hampers their readaptation to new 
conditions. If an hotel proprietor could estimate exactly the 
seasonal inflow of visitors during the year; if a farmer knew in 
advance the conditions to which his growing plants and live 
stock would be exposed, neither could so adapt his resources 
as to avoid the social loss arising from the existence of change. 
So long as our modes of production are not completely flexible, 
therefore, perfect adjustment of means to ends is unattainable 
even if conditions are completely foreseen. With these two 
considerations in mind we may set aside this first limitation 
upon our power to satisfy our material wants and pass on to 
the second limitation, with which henceforward this paper is 
alone concerned: that arising from the incalculability of the 
product of economic operations. It will be convenient to con- 
sider first what are the real costs of this incalculability from the 
point of view of society as a whole. 

The real social costs of Risk and Uncertainty——The immense 
complexity of the processes by which the future grows out of 
the present inevitably makes impossible any full understanding 
of the conditions determining the economic results of productive 
operations and renders these results partially incalculable. This 
incalculability does not work indifferently for or against pro- 
ductive efficiency; in the long run it works consistently against 
it. Just as rough winds at Bisley are more likely to turn the 
moving bullet away from than towards the centre of the target, 
so random events acting upon a business organisation adjusted 
to a highly specialised end are more likely to hinder than to 
help. 

The presence of this incalculability impairs the close and 
continuous adjustment of means to ends and so reduces the 
average efficiency of productive resources. It gives rise to two 
conditions which need first to be examined from the point of 
view of society as a whole. Its immediate effect is to attach to 
all economic operations Risk in the sense of an unrelieved prob- 
ability of loss. Its ultimate effect is to cause an actual realised 
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loss which may be expressed in terms of a set of additional real 
costs of production, or alternatively in terms of a net loss of 
utilities. The immediate effect is unsubstantial. If its sig- 
nificance is to be appreciated and its importance measured, it 
must be, it would seem, by reference to the more definite ultimate 
effect, the realised loss. In discussing the probability of loss and 
the realised loss associated with it, from the point of view of 
society as a whole, greater stress, therefore, is laid upon the 
latter. 

The attainment of full productive efficiency requires that 
the elementary parts of each economic operation shall be so 
engaged that each yields continuously its maximum contribution 
to the value of the output. It has already been seen that, 
owing to the presence of change, so exact an adjustment would 
be unattainable even if the results of the operation could be 
completely foreseen; but with this source of disturbance the 
argument is no longer concerned. It is concerned only with 
the consideration that the close and continuous adjustment of 
resources to wants is impaired by the condition that in actual 
life the economic results of the operation are imperfectly calcul- 
able; and with the secondary consideration that the precision 
of the adjustment is further impaired by the condition that the 
imperfect flexibility of the resources employed hampers in greater 
or less degree their rapid readaptation to changing conditions 
which cannot be fully known. Not only are the operations of 
any business man exposed to the disturbing influence of events 
which he can only imperfectly foresee, but his power to meet 
these events when they occur is hampered by his inability rapidly 
to readjust the specialised means of production under his control 
in response to the new conditions which have been disclosed. 
A railway company may construct a new line in anticipation of 
an increase of traffic which in fact is not realised; its error is 
the more costly for the reason that its embankments and bridges 
cannot subsequently be diverted to meet an expanding demand 
for products other than services of transport. Similarly an 
investor in a security with a poor market must be compensated 
in the form of a lower purchase price for his inability to with- 
draw his capital at will in order to meet any emergency or oppor- 
tunity to which a change in his individual circumstances may 
subsequently give rise. 

The continuous maladjustment of resources, with the conse- 
quent waste of productive capacity, arising from the incalcul- 
ability of the results of economic operations evidently entails a 
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heavy social loss. A municipal gas undertaking may be able 
to adapt its plant so exactly to a steady demand that it approaches 
to 90 per cent. of full efficiency; a jobbing builder may fail to 
attain to 60 per cent. of that ideal. ‘‘ In but few [manufacturing 
plants],” writes an American observer, “‘ are the machines and 
equipment in active use more than half the working time.” By 
how much would the expenses of production of a ton of iron be 
reduced if our blast furnaces could be kept continuously in 
commission? By how much is the National Dividend reduced 
because our textile factories, shipbuilding yards, merchanting 
agencies and so on cannot be so adjusted each to its particular 
demand that the whole is maintained in continuous operation 
at its full capacity? It is clear that the loss is very great. It 
seems clear, too, that the greater part of the loss is due to this 
condition of incalculability. 

The situation, then, is this. The obscurity of the conditions 
in which economic operations are conducted, reinforced in its 
effects by the intractable character of our productive appliances, 
causes the economic (?.e. the value of the) product of these 
operations to become partially incalculable; and this incalcul- 
ability impairs the precision of economic adjustments and results 
in a heavy social loss. Corresponding to this realised loss is 
the probability of its occurrence, the condition to which the 
term Risk is applied. Business risks consist, then, in the prob- 
ability of occurrence of all those losses, and only those losses, 
which arise from incalculability. But inasmuch as they arise 
mainly in the development of ventures whose prospects are not 
susceptible of precise mathematical expression, it is convenient 
to emphasise the fact that they depend more upon personal 
than upon actuarial valuations. This may be done by slightly 
amending the definition of Risk: by defining it not as the (actu- 
arial) probability, but as the (individual) eapectation, of loss. 

The manner in which these Risks are distributed among 
individuals and the prices charged by these individuals for taking 
them are matters for later discussion; at the moment we are 
concerned with realised loss and its accompanying expectation 
of loss from the point of view of society as a whole. 

The realised social loss associated with the presence of Risk 
is not satisfactorily defined simply as a diminution in output, 
for human effort is engaged to reduce that loss; and something 
must be said in a preliminary way with regard to the costs incurred 
in this reduction. 

The immense growth of productive power during the past 
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century rests on an application on the grand scale of a simple 
principle of organisation. In its one aspect this principle is that 
of so arranging the supply of our productive resources that each 
unit is engaged continuously in producing its most valuable 
service. In its other aspect it is that of so arranging the demand 
for productive resources that the operation of making each 
product is broken up into its elementary processes and each 
simple process thereby adapted to the employment upon it of 
highly specialised men and machines. The outstanding char- 
acteristic of modern industrial communities has been the applica- 
tion of this same principle to the work of organisation. It 
results in the delegation by the community to a special class of 
independent administrators of the supreme industrial function 
of adjusting social resources to social ends. The task of organ- 
ising is not indeed wholly transferred. Many tens of thousands 
of working farmers, artisans and small shopkeepers still retain 
this work, remaining both work-people and entrepreneurs. 
Indeed in some degree every party to production assumes some 
part of the work of directing resources into their various uses. 
But these are only modifications. It remains true that some 
four-fifths of our cultivable land, a very large part of our capital 
and most of the services of Labour pass under the control of 
this special class of business men. Whatever may be thought 
of the performance of the entrepreneur, it is evident that his 
function is of the utmost social importance, that he is indeed 
the moving spirit of the whole great enterprise. For the transfer 
to him of so large a part of the services of the other parties to 
production causes their earnings to become intimately dependent 
upon his capacity to readjust those resources rapidly and efficiently 
in response to adversely changed conditions and new oppor- 
tunities. The first line of defence against the losses resulting 
from the incalculability of the results of economic operations 
lies, then, in this device of developing specialised organising 
capacity in the person of the entrepreneur and of transferring 
to him the task of selecting and dealing with the risks associated 
with the conduct of productive operations. In each industry 
and in each occupation the ability to reduce this social loss, that 
is to say, the supply of this service of risk-taking, depends upon 
the presence of an adequate number of business men with the 
initiative, the special knowledge and the resources requisite to 
deal with its particular risks. 

The real social costs of business risks may then be provision- 
ally expressed in terms of these two things: the expenditure of 
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the additional organising ability by which they are in part 
extinguished, and a residual reduction in the efficiency of pro- 
ductive resources; together, a reduction in the size of the 
National Dividend. 

There are within easy reach of the imagination forms of 
industrial organisation in which the realised costs of Risk would 
be limited to those just described; in which they might be fully 
expressed in terms of a reduction in the size of the Dividend. 
An instance would be a system of State Socialism in which the 
whole of the national income would be pooled and distributed 
in the form of salaries and wages so regulated that their indi- 
vidual purchasing power showed no appreciable variation from 
year to year. In such a system individual incomes would 
certainly be subject to slight variations as a result of changes 
in particular prices, but the loss of satisfaction from that cause 
might well be negligible. But the situation is different in a 
form of industrial organisation characterised by the presence of 
innumerable independent producing groups each in charge of an 
entrepreneur working for private reward. 

Let it be noticed incidentally that each of these groups works 
within its own price frontiers, and that the multiplication of 
these frontiers increases the difficulty of adjusting resources to 
demand and so attaches to the operations of each group an 
additional set of Risks. At times when it is hardly profitable 
to make pig-iron, independent collieries may have to shut down, 
but collieries integrated with blast furnaces may be maintained 
in full employment. But against this influence working to 
increase Risk must be set the fact that a mode of organisation 
which relies upon the independent entrepreneur enlists very 
strong motives in the service of economical production, and tends 
steadily to select and develop the organising capacity by which 
Risks are destroyed. 

That, however, is not the important issue. What it is desired 
to emphasise is that in our present form of organisation the 
realised costs of Risks are not limited to those described in an 
earlier provisional definition; they are not fully measured by 
the simple reduction in the size of the Dividend which has been 
described. It is true that in a Socialist State this loss of Dividend, 
spread over aggregate income, might have no appreciable effect 
on the stability of individual earnings. But in an organisation 
based on independent producing groups the expectation of loss 
on the part of any group may differ widely from its corresponding 
realised loss; so that the aggregate loss falls unevenly on those 
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groups and sets up fluctuations in the individual earnings of its 
members. In actual conditions, then, an imperfectly foreseen 
event, such as a variation in market price, has a double effect : 
not only does it disturb the adjustments of production and so 
reduce the size of the Dividend, but it also disturbs the mechanism 
controlling the division of the produce and causes individual 
incomes to become imperfectly calculable. It injures both 
Production and Distribution. There are, then, these two things : 
the expectation of loss known as Risk and associated with realised 
loss in the form of reduced efficiency of production; and the 
likely error of that expectation known as Uncertainty and 
associated with realised loss in a form about to be described as a 
reduced efficiency of individual incomes. 

The real social cost of this condition of Uncertainty may be 
expressed in two ways: either as a (usually disagreeable) mental 
state; or in terms of the loss of satisfaction due to the lower 
efficiency of an uncertain income as compared with that of a 
certain income of similar amount. The choice between these 
two modes of expression has some theoretical significance. When 
this cost is being considered as the regulator of supply, it would 
seem appropriate to employ the first mode of expression, for it 
is evidently the mental state which governs action. But that 
use of terms introduces difficulties. For inasmuch as uncertainty 
of income is in some cases positively attractive to the investor, 
it must sometimes impose on him no real costs in terms of a 
disagreeable mental state; though it must always impose on 
him real costs in terms of a less complete satisfaction of his 
economic wants. And a social device which reduced the Un- 
certainty attaching to these attractive forms of income might 
be said to have increased social costs expressed in terms of a 
mental state, though it had reduced social costs in terms of 
the satisfaction of wants. The matter is not simple and reflec- 
tion adds to its complexities. Possibly the most convenient 
way of looking at it would be one that assimilated it to the 
theory of the real costs of Waiting. As the economic deterrent 
to Waiting is derived from the deprivation of present satisfac- 
tions, and as its effect on supply is modified in varying degree 
by non-economic influences present in the personality of the 
individual who Waits, so the economic deterrent to Uncertainty- 
bearing may be regarded as derived from the deprivation of 
satisfaction due to the difficulty of administering an uncertain 
income, and similarly modified by the personality of the indi- 
vidual who undertakes to bear Uncertainty. In a variety of 
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cases, for example, those of work-people employed in fluctuating 
trades, the real costs due to uncertainty of income may not 
exert their appropriate influence in the mind; but the more 
completely conduct is governed by calculated business con- 
siderations, the more certainly will these real costs influence the 
willingness to bear Uncertainty, and the more confidently may 
we assume that they enter at their true money value into expenses 
of production. 

For present purposes the more convenient method is to express 
the costs of Uncertainty in this more objective form: in terms 
of the loss of satisfaction due to the reduced efficiency of income 
and of the expenditure of organising ability by which that loss 
is reduced. The incalculable irregularity in the wages of a brick- 
layer might by rational administration be extinguished by the 
accumulation of a reserve. As, in fact, it is unlikely to be so 
extinguished, the real loss is seen in the condition that his wages 
are less effective in satisfying his wants. To the business man 
the uncertainty of his receipts implies that the resources at his 
disposal cannot be fully and effectively employed in his opera- 
tions; at one time he has surplus funds which must remain 
temporarily unemployed; at another he is arbitrarily deprived 
of the means to maintain his undertaking at its full efficiency. 
A moderate degree of Uncertainty may be met, as is commonly 
the practice, by the provision of reserves ; its cost is then measured 
by the reduced yield on those funds. A larger degree of Un- 
certainty may, however, result in so deep a cut into his capital 
that the injury may be irreparable. In actual conditions, as 
will be argued later, the real costs of the disturbances arising 
from these arbitrary surpluses and deficits is very greatly reduced 
by the presence of the Money Market, which in effect holds an 
immense common reserve for the common use; but in spite of 
this device of a common purse, Uncertainty still imposes an 
appreciable if not a heavy real social cost. 

The point has been very clearly expressed in an illustration 
employed by Professor Clark. He imagines a business man 
employing a capital of 10,000$ whose successive units of 1000$ 
have an importance represented by the figures 1, 2,3... 10; 
and argues in this way. “If, now, there is just one chance in 
a hundred that, during the coming business year, the man’s 
entire capital will be swept away, he must anticipate a gain 
of 1 per cent., not on his actual capital, but on the 55 units 
[1000, 2000, 3000 . . . 10,000 = 55,000$] that represent its 
importance to himself. He must during successful years make 
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54 per cent. of his capital as a compensation for exposing it 
to the [1 per cent.] chance of a total loss.” The argument is 
a familiar one, as is its corollary that the real cost of exposure 
to the chance of a loss or gain of a given amount declines as 
the size of the fund on which it falls increases. 

These, then, are the immediate conclusions. Incalculability 
of the results of economic operations gives rise to two forms of 
real social cost. By impairing the adjustment of resources to 
wants it results in a realised loss which reduces the size of the 
Dividend and creates an expectation of loss which constitutes 
Risk. Further, by disturbing the distribution of the Dividend 
it causes individual incomes to become imperfectly calculable, 
thereby reducing their efficiency and creating an expectation of 
irregularity which constitutes Uncertainty. From the point of 
view of society as producer, these costs may then be expressed in 
terms : 


(1) Of the expenditure of the organising capacity by 
which these losses are reduced ; 

(2) Of a reduction in the real incomes of the producing 
parties as a result of the imperfect use of their productive 
powers; and 

(3) Of a reduction in the efficiency of individual incomes 
as a result of their uncertainty. 


The payment for bearing Risk and Uncertainty—The argument 
in its second stage passes from considerations of Production to con- 
siderations of Distribution; from the effect of incalculability on 
real costs to its effect on expenses of production. It is concerned 
with the manner in which society reacts to the pressure of Risk 
and Uncertainty so as to evolve payments to those willing to 
take them. This aspect of the matter is very conveniently 
brought out by a conception developed by Professor Pigou, 
which clearly discloses the nature of the mechanism which 
determines the payment made to the parties who bear these 
costs. 

Let us deal first with the payment for Risk. Just as the 
heavy real costs of work in such arduous occupations as puddling 
or hand-charging steel furnaces check the flow of labour into 
those occupations until their rate of pay rises by an amount 
which compensates the workman for the extra exertions they 
require him to put forth, so the expectation of loss arising from 
the incalculability of economic operations deters the entre- 
preneur and checks the flow of his resources into risky industries 
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until his prospective profits are raised by an amount which 
compensates him for the additional real costs they require him 
to bear in consequence of the reduced efficiency of his operations. 

In the infancy of an industry, when technical and economic 
adjustments are very imperfect, the economic results of its opera- 
tions are likely to be highly conjectural. But as it advances 
towards maturity, experience gradually discloses the importance 
of many of the Risks to which it is exposed. The spinner learns 
the cost of momentary stoppages due to broken threads, the 
potter the proportion of his wares injured in the processes of 
firing, the ship-owner the wastage of his property on the seas; 
and each trade gradually forms its rough estimate of the degree 
in which the operation of its plant will fall short of its full pro- 
ductive efficiency as a result of the irregular demands of its 
markets. As the average value of these Risks is gradually re- 
vealed, that value passes more and more certainly into expenses 
of production, and the realised money costs of Risk are recovered 
more and more surely from the consumer. But in fact, of course, 
this tendency is not fully effective. The range of imperfectly 
foreseen events extends from the calculable average of the spinner 
through the partially known fluctuations in market conditions 
and the chances of Trade Disputes to occurrences increasingly 
uncertain in their incidence and increasingly important in their 
effects. And the result is that the entrepreneur is exposed to 
the disturbing influence of events whose realised costs may 
differ widely from his expectation. 

Accordingly, when the entrepreneur, dealing with these as 
he deals with other costs, has included in his expenses of pro- 
duction a charge which amortises his expectation of loss, he 
has not yet obtained full compensation for the whole of the real 
costs resulting from the incalculability of the results of his opera- 
tions. For the addition that he has made to his expenses of 
production covers only an expectation; he cannot be sure of 
either the temporal incidence of his realised losses or of the 
degree in which they will diverge from his expectations; and 
the consequent incalculability of his returns imposes on him a 
further real cost for which he is entitled to obtain compensation. 
Does he, in fact, obtain payment for this Uncertainty of income ? 

It would be supposed that under the rationalising influence of 
business, a condition which at one time threatened the entre- 
preneur with bankruptcy and at another put him in command 
of resources in excess of his immediate business needs would 


almost always result in an addition to his expenses of produc- 
02 
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tion. And such facts as are readily available would seem to 
bear out this presumption. The figures of the yields at current 
prices (based on the last dividend paid) of 43 miscellaneous 
dividend-paying companies in December 1911, and of 60 such 
companies in July 1923, show that the average yield on the 
Ordinary stocks exceeded the average yield on the Preferred 
stocks in the one case by 19s. 3d. per cent. and in the other by 
£1 1s. 11d. per cent. Taken in conjunction with the fact that 
the current prices of the dividend-paying stocks of such uncertain 
ventures as mines are commonly set at a level which yields a 
very high return, these figures strongly suggest that in business 
generally Uncertainty is a deterrent to investment and that it 
will be borne only at a price. 

The matter may be looked at from another point of view. 
The consumers of the products of any industry pay over to the 
producing parties in the form of higher prices a total sum in 
excess of what they would be required to pay for a similar out- 
put if the operations of the industry were perfectly calculable. 
This sum is separable, perfectly in theory, imperfectly in practice, 
into two parts. The first and by far the most important part is 
the payment for Risk. It consists of a remuneration for the 
additional organising capacity requisite for the continuous read- 
justment of resources to imperfectly known and changing con- 
ditions, and a compensation for the expectation of loss arising 
from the discontinuous employment of plant and other wastes 
of productive power which organising capacity is unable to 
eliminate. The second part, of relatively quite minor importance, 
is the payment for Uncertainty. The necessity for this further 
payment arises from the fact that the realised loss falling upon 
the producing parties in any period may vary more or less widely 
from that expectation of loss which has entered into their estimates 
of expenses of production. It consists, therefore, of a remunera- 
tion for the additional organising capacity requisite for the 
administration of an imperfectly calculable income and of a 
compensation for the reduced efficiency of that income either 
in the direct satisfaction of wants or in the conduct of business. 
To these additional payments made by the consumer there 
correspond, of course, two additions to expenses of production; 
together, therefore, they represent the money measure of the 
real costs arising from the Incalculability attaching to the conduct 
of economic operations. 

The mechanism of Distribution in this particular field works, 
then, in this way. Business men refrain from investment in any 
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industry, and thereby raise the price of its products, until there 
appear prospects of gain which are sufficient to amortise the 
expectation of the losses they will incur from the impaired 
precision of their adjustments, and also to compensate them for 
the Uncertainty resulting from the fact that this expectation is 
liable to error. In other words, the inducement to invest pre- 
sented by any venture is represented not by an offer of a single 
certain return, but by its offer of a set of prospective returns 
whose “actuarial value” as estimated by the investor covers 
these two additional real costs. 

The conception may be developed a little further. It seems 
clear that in the actual business world the set of prospective 
returns offered by any venture cannot very usefully be con- 
ceived as having an actuarial value determined by objective 
calculations and expressed as a single quantity. We approach 
more nearly to the facts when the prospects of each venture are con- 
ceived as having a number of different valuations, each one being 
the result on the part of a particular entrepreneur of a personal 
estimate based in part on a half-instinctive valuation of the 
nature of the opportunity, in part on the quality of'the organising 
ability which he can employ in its exploitation. Moreover, the 
matter is not, of course, one which is completed by a single 
decision. The situation into which the entrepreneur passes when 
he enters upon the venture is one of incessantly changing con- 
ditions, of incessant readaptation of resources and of a con- 
tinuous revision of expectations. And these expectations are 
liable to be disproportionately influenced one way or the other 
by experience of recent success or recent failure on the part of 
himself or of his fellow-entrepreneurs. 

Incidental considerations.—The circumstance that the realised 
returns of each entrepreneur depend not only on a right choice 
of risks but also on the quality of the organising ability brought 
to bear upon them is emphasised here for the purpose of drawing 
attention to certain further considerations. 

In a riskless world, or in the conduct of a technical opera- 
tion whose physical product was perfectly calculable, there 
would be a need for organising ability, if only to effect the initial 
adjustments in each operation: the ordering of the elementary 
parts so that each made its maximum contribution to the product. 
In the actual world the need is immensely greater; for organising 
ability must assume the responsibility for effecting and main- 
taining continuous adjustment of means to ends in response to 
conditions which are continvally changing and only partially 
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known. It is, then, this condition of Incalculability which 
constitutes the main source of demand for the complex of faculties 
and energies included in the term organising ability. And inas- 
much as the main part of the work of meeting this demand is 
transferred by the other parties to production to the group who 
specialise in the supply of this organising ability, this group of 
entrepreneurs must be regarded as engaged almost wholly in 
the work of “ risk-taking.” 

The circumstance that the entrepreneur is engaged almost 
wholly in reducing the real costs of Incalculability, together 
with the circumstance that these costs are very heavy, suggests 
a further consideration. The striking differences in the profits 
obtained by entrepreneurs even when engaged in similar ventures 
is to be explained in part, no doubt, simply by luck. The Un- 
certainty which in some degree always attaches to the estimates 
of the cost of Risk which they include in their expenses of pro- 
duction must inevitably result in arbitrary fluctuations in their 
profit and loss accounts. But the main cause of these wide 
differences must lie, it would seem, in the great scope for economy 
offered to men of exceptional ability by the heavy real costs of 
Risk, and in their varying ability to meet these Risks, whether 
in their technical control of production, their conduct of trade 
disputes or their anticipations of the future conditions of markets, 
The same point may be put in a slightly different way. In any 
industry the addition which the representative firm makes to 
its expenses of production in order to “ cover its risks ” is very 
substantial; and the realised losses sustained by the individual 
business men who take these risks diverge widely from this 
representative estimate; the reason for these divergences lying, 
it is urged, partly in the occurrence of good or ill luck, but 
principally in the marked differences in the quality of the organ- 
ising ability brought to bear upon these risks by individual 
entrepreneurs. 

It may be worth while to submit this final consideration : 
that any full treatment of the mechanism by which society 
‘* reduces its risks ’’ calls for a discussion not only of the devices 
by which it reduces the costs of Uncertainty, but also of those 
by which it reduces the far heavier costs of Risks: a discussion, 
that is to say, of the whole costs of Incalculability. The two 
real costs have a common origin and are intimately associated. 
The cost associated with Risk may be expressed as a reduction 
in the efficiency of productive resources, that associated with 
Uncertainty as a reduction in the efficiency of income. It is 
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true that the payment for the former passes into expenses of 
production as an addition to each of the individual components 
of expense—cost of materials, depreciations, earnings of manage- 
ment and so on; while the payment for the latter appears in 
the more distinctive form of an addition to net profits; but this 
difference is little more than a matter of book-keeping; it does 
not seem to represent any vital distinction. It is true also that 
the business world contains a few examples of devices whose 
effect consists in the reduction of one of these costs exclusively. 
For example, the economy effected by a Fire Insurance company 
is solely that of reducing Uncertainty; its operations have no 
appreciable effect on Risk, for they do not reduce the expectation 
of loss from fire. But business organisation does not usually 
express its meaning with such lucidity. Far more representative 
would be a device resulting, let us say, in greater stability in the 
price of pig-iron: a result which would both lessen the mal- 
adjustments of production and make more calculable the incomes 
of iron-masters. Indeed it is evident that every reduction in 
the expectation of loss is likely to be accompanied by a reduc- 
tion in the magnitude of the possible error attaching to that 
expectation; the moral being that the machinery for meeting 
Risk is inseparably bound up with that for meeting Uncertainty, 
and that a discussion of this machinery should cover both of the 
real costs arising from Incalculability. So complex a discussion 
needs separate consideration; no attempt has been made to deal 
with it in this paper. 
F, LavineTton 


N.B.—As this paper goes to press I find that I have wrongly 
argued that the whole of the loss of utilities resulting from 
maladjustments tends to enter into the expectation of loss of 
the producer and so into his supply price. The truth appears to 
be that some part of this loss of utilities falls directly upon the 
consumer. For when in place of a well-adjusted flow of com- 
modity at stable prices the consumer receives an ill-adjusted flow 
at fluctuating prices, he clearly suffers a loss of utility. But 
this change does not necessarily imply any alteration in the 
average price per unit obtained by the producer or any alteration 
in his expenses of production per unit. 


F. L. 








NORTH CAROLINA AND THE NEW INDUSTRIAL 
REVOLUTION 


“Sucu has hitherto been the rapid progress of that country 
in wealth, population and improvement, that in the course of 
little more than a century, perhaps, the produce of American 
might exceed that of British taxation. The seat of the empire 
would then naturally remove itself to that part of the empire 
which contributed most to the general defence and support of 
the whole.” —Adam Smith, Wealth of Nations, IV. 7, Pt. 3. 

1. A citizen of North Carolina, that ‘‘ old North State” of 
some 50,000 sq. miles (nearly the size of England and Wales), 
with a population of 2} millions, slightly more than two-thirds 
white and less than 1 per cent. foreign born or of foreign-born 
parents, apparently can say with truth all these things :— 

“My house, or rather the house in which I live, is made of 
wood which quite probably was cut from the mountain forests 
of my State. It is lighted with the cheapest electricity in the 
U.S.A. My furniture was made at High Point, N.C., a furniture 
town second only in its output to Grand Rapids (Mich.), and 
rejoicing in a Furniture Exposition Building with six acres of 
floor space. My kitchen utensils were made at Baden, N.C., 
on the river Yadkin, the second largest A]Juminum (sic) plant in 
the world. My towels come from Kannapolis, N.C., the world’s 
largest towel mills: my table-covers from Roanoke Rapids, 
N.C., the largest damask mills in the U.S.A. My State produces 
more cotton goods than any other except Massachusetts: $52 
millions in 1912, $229 millions in 1922. The stockings which 
I and my family wear were knitted at Durham, N.C., the hosiery 
centre of this continent. It is the fault or vagary of our dis- 
tributive system if I eat any but native-grown foods—grape 
fruit and bananas excepted. For my State, which some years 
ago was twenty-second in the list, is now fourth in agricultural 
production, following Texas, Illinois and Iowa. N.C. has corn, 
wheat, sorghum, peaches and apples more than sufficient for its 
own people. Its raw cotton rose in value from $63 millions in 
1921 to $104 millions in 1922; its tobacco from $65 millions 
to $93 millions. The boll-weevil has hardly touched us yet, 
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and we are ready for him, if he should come, with South- 
gotten calcium arsenate. Our largest town, Winston-Salem, the 
home of ‘ Camel ’ cigarettes and ‘ Prince Albert ’ smoking tobacco, 
is the largest tobacco market and the largest centre of tobacco 
manufacture in the world. In N.C. we smoke and we work; 
and after a ten-minute lunch in a cafeteria or on occasion a 
half-hour a la carte meal at the Sir Walter, the O. Henry, or the 
Robert E. Lee, we jump into a high-powered Studebaker jitney 4 
(with competing half-hourly services all day long from every- 
where to everywhere else), and at an average speed of forty miles 
an hour we sample our State highways, of which 2000 miles (mostly 
paved) have been completed and as many more are in hand. In 
our villages there are as many public houses as in those of the 
Old World, but the signs are different. Instead of King Williams, 
Burton Arms, Threlfalls and Cains, we have filling stations 
brightly blazoned with Texaco, ‘ That Good Gulf Gasoline’ and 
Standard Oil. Alcohol (they tell us) is the sheet-anchor of 
British finance. In N.C. spirit is consumed in the tank of an 
auto in preference to the human stomach, and the proceeds of 
the tax go to the State and not to Washington. With 3c. a 
gallon on gasoline we pay interest and amortisation on our 
$77 millions of highway bonds, and our road experts aver that 
‘improved roads so lessen the consumption of gas per mile and 
the wear and tear on car and tires that the auto-owner actually 
makes money by paying a tax on gasoline in order to get good 
roads.’ ’’—(The South’s Development, Manufacturers’ Record 1924, 
p. 282.) ‘* However, not all the taxes go to the State. Though 
we have only 2} millions population and no large cities, we are 
fifth in the list for amount of federal taxation. The tobacco 
tax revenue from N.C. in 1922 was $136 millions. But come and 
live here! For we grow and manufacture the tobacco, while 
the consumer pays the tax. House rents are only a half of 
those in the North, and a little coal for a short three months is 
all that is needed for warmth. If you cannot live here, come 
and see us. Drive one of those tourist cars of which one per 
minute passed down the Shenandoah Valley in the fall of 1924, 
there observing (we hope) certain spots which recall the memory 
of Stonewall Jackson.” 

2. North Carolina is much wider than it is long and it has 
three well-defined regions : the coastal plain, the rolling Piedmont 


1 Jitney is said to mean nickel (five-cent piece), just as Dixie is derived from 
Dixie bills in the Mississippi Valley, the French-lettered $10 (dix) bills which 
once circulated among the boatmen. 
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(the State capital Raleigh being on the border-line between the 
two) and the hill district of the Southern Appalachians. The 
Blue Ridge Mountains separate the most westerly countries of 
the State from the Piedmont, which, because it lies at the feet 
of these mountains, is so named. The Piedmont region follows 
the line of the Blue Ridge into South Carolina and has upon its 
whole area 73 per cent. of the manufacturing enterprises of the 
two Carolinas. In N.C. itself the industrial belt has the con- 
figuration of a broad-handled reap-hook with the handle resting 
on Gaston County and the tip of the blade touching Raleigh. 
Along the handle from Shelby W. through Gastonia to Charlotte 
E. there is an unbroken factory district resembling S.E. Lanca- 
shire. Gaston County alone has 100 cotton factories. Further 
north, on the outer edge of the blade, the cities of Winston- 
Salem, High Point and Greensboro’ form an industrial triangle, 
within a seventy-mile radius of which live one million out of the 
24 million people of N.C. Greensboro’ is the insurance centre of 
the Carolinas, having in the Jefferson Standard Life Insurance 
Company the largest life insurance company in the South. 
Situated on the main line of the Southern Railway, for which 
it is building a $1,300,000 Railway Depot (Station), and lying 
nearer to New York than any other important city in N.C., 
Greensboro’ claims to be the “logical location”’ for a branch 
of the Federal Reserve Bank. 

The orientation of N.C.’s commerce is the reverse of that 
which prevailed in the days before the Civil War. To-day it 
is North and South, then it was East and West. Railways were 
built in the States along the Atlantic seaboard within a year or 
two of the first railways in Lancashire, and in order to handle 
the same commodity—cotton. They were pushed inland from 
the Atlantic ports—from Wilmington, N.C., Charleston, §8.C., 
and Savannah, Georgia, following the lie of the land in a north- 
westerly direction. Their purpose was to do what the rivers 
did less well, to bring down the cotton and tobacco to the coast. 
On their course they passed through a stretch of unprofitable 
barrens, and that was one reason why the State built the North 
Carolina Railroad from the coast to the mountains, and why it 
failed and was subsequently split up. Another and major reason 
was, that New York, with its more central position and happier 
political fortunes, was able to focus upon itself the traffic in people 
and goods to and from the West. Thus Wilmington and Charleston 
suffered as ports more heavily even than Boston and Portland 
(Maine). Moreover, the navigation along the coast of N.C. 
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from Norfolk to Cape Fear is in many places difficult owing to 
the river deltas, sand bars and narrow inlets. But the develop- 
ment of trade with the West Indies and South America (the 
Panama Canal having opened to the Atlantic seaboard both 
coasts of South America) is promoting a new orientation of 
ocean traffic. The leading Gulf ports have enjoyed in the last 
ten years phenomenal increases in traffic, Galveston a tenfold 
increase: partly because of this new orientation, and partly 
because the Mississippi States back of them are the main source 
of Europe’s cotton to-day. The N.C. Ship and Water Trans- 
portation Commission in 1924 reported strongly in favour of a 
public port for N.C. Southport by Cape Fear appears to be the 
most promising site. Whether Southport, N.C., or Charleston, 
S.C., is the terminal point is mainly a matter of particular State 
advantage, but a great port for ocean traffic somewhere along 
this coast should carry with it as its complement a new artery 
of transportation through the mountains into the southern part 
of the middle west. The State highways have opened the 
mountains to passenger traffic. East-west railroads exist, but 
the railroad system requires reorganisation before N.C. and its 
sister state can valorise their continental hinterland. Just as the 
ports of Liverpool and Hull called into being the railway system 
across Lancashire and the West Riding of Yorkshire—the centre 
of the English cotton and woollen manufactures—so Southport, 
N.C., or Charleston, 8.C., by their offers of new ocean traffic 
should shortly call into being a new trunk railway system from 
East to West, south of the Mason-Dixon line. 

3. Why is N.C. becoming an industrial State? Why within 
N.C. is the Piedmont an industrial centre so strong that it is 
not only growing without pause, but drawing to it, as by force 
majeure, some of the textile trade of Massachusetts? N.C. 
possesses many favourable factors which in combination exercise 
a cumulative force. 

(1) The Piedmont, like the West Riding of Yorkshire or the 
Valley of the Clyde, has a soil which is less fertile than that 
further east. It is one of the paradoxes of economic growth 
that regions of quick fertility, because they are easy and warm, 
carry less industry than those which must be industrial if they 
are to grow at all. This is true as between tropical and temperate 
zones, and true within a given zone, as between alluvial plains 
and rolling foothills. N.C. is the “Old North” State and the 
Piedmont is the temperate zone of N.C. 

The mean temperature of the Piedmont is 59° F., and the 
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average precipitation for the State is 50 inches. The largest 
rainfalls occur in July and August, when the cotton and tobacco 
need moisture. In 1924, however, the cotton in some parts of 
N.C. was drowned out by excessive June rains. The humidity of 
the outside atmosphere in a cotton-spinning district is no longer 
a critical consideration, as the humidity inside the factory is 
controlled by a simple installation, the humidifiers, which hang 
from the ceiling like electric arc lights. The lowness of the 
“counts,” by comparison with those of New England or Lanca- 
shire, is due to other things—namely, the youthfulness of the 
industry in the South, the standard nature of America’s mass 
demand, and the employment, as generally in the U.S.A., of the 
easier and cheaper ring spinning, which is the modern adaptation 
of the continuous roller spinning done by Richard Arkwright 
on the water frame. In 1923, out of 34 million spindles in active 
operation the South had 16, 7.e. nearly 50 per cent. (N.C. 54 and 
S.C. 5); but spinning coarser yarns it consumes over 60 per 
cent. of the cotton grown and consumed in the U.S.A. 

(2) N.C. has cheap power: water power, steam (which means 
coal) power and oil power. N.C. itself has no oil and very little coal, 
but flanking it on the north-west are West Virginia and Kentucky. 
These two States in 1923 produced 141 million tons, seven- 
ninths of the coal of the South and two-sevenths of the coal of 
the whole U.S.A. Flanking it on the south-west at some distance 
are Oklahoma and Texas, which in 1923 produced nearly half 
the oil of the U.S.A. Moreover, the one great oil-field still to 
be tapped, that on the Gulf Coast, is nearer to N.C. than to the 
industrial North. But in addition the Piedmont has at its doors 
the power of its mountain rivers. Electric power is generated 
from water power and steam. N.C. has 360,000 developed 
horse-power out of a possible maximum of 2,000,000 under 
conditions of complete storage and flood control. The power 
available 90 per cent. of the time (‘‘ commercial power ’’) is put 
by the N.C. Geological Survey at 578,000: that available 50 
per cent. of the time 875,000. This latter can be made com- 
mercially usable if the several sources are combined in a system 
(as Bank resources are combined in a central reserve), if storage 
dams are built and auxiliary steam plants are used to supple- 
ment periodic deficiencies. By comparison with the American 
West, where great rivers are sometimes trickles six months of 
the year, the stream flow of the Western Appalachians is remark- 
ably uniform and easy to control. But the industrial pace 
has been so quick that fuel has gained relatively to water in 
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N.C. since 1918. One h.p. = 746 watts, one k.w. = 1000 watts. 
N.C. consumed in 1920 a total of 732 million k.w. hours, in 1923 
a total of 1313 million k.w. hours; but whereas in 1920 only 
7 per cent. was generated from steam, in 1923 this percentage 
had risen to 17-9. However, by interconnections one State can 
draw on another. Thus in N.C. there are two great power 
companies, the Southern Power Company, and the North Carolina 
Power and Light Company. 1921-1922 were years of drought in 
the N.C. P. & L. Co.’s territory : therefore the steam plant of the 
U.S.A. Government at Sheffield (Alabama) was loaned to com- 
panies in the south-east: Alabama power being thus available 
for its neighbour Georgia, Georgia was able to supply the Southern 
Power Co., which in its turn released equivalent power sufficient 
to meet the deficiency of the N.C. P. & L. Co. Because of water- 
power development, increased efficiency of steam plants and inter- 
connection of stations, the cost of electricity in the U.S.A. was 
5-1 per cent. less in 1923 than before the War, notwithstanding 
the greatly increased cost of labour, coal and other materials. 
Where cheap power is, there are the industries gathered together. 

(3) N.C. has its raw materials at its doors. It has at Mount 
Airy on the edge of the Blue Ridge Mountains—and once again 
the superlative may be used—the largest granite quarry in the 
U.S.A. It is still a leading State in hard and soft woods. In 
the furniture industry, which uses the gum tree very largely, 
more than one firm has protected itself against timber shortage 
for very many years ahead; for they hold large tracts in the 
swamps of §.C., where the risk of destruction by fire is slight. 
Cotton and tobacco, the two leading cash crops of the State, 
are the raw materials of its two most valuable industries. N.C. 
spins more than the one million bales it grew in 1923. It turns 
into stripped or finished tobacco, a tobacco crop which for 1920-3 
averaged over 300 million lbs., and in addition it imports other 
tobacco for blending. 

(4) N.C. has within its boundaries or on its flanks important 
subsidiary industries. When a country grows and produces a 
leading raw material of industry, the types of subsidiary industry 
which tend to gather around it are three in number. 


1 For output of various kinds of tobacco, distribution of crop between home 
consumption and exports and relative importance of various forms of manu- 
factured tobacco see Commerce Monthly (National Bank of Commerce New 
York), March 1925: The Tobacco Industry in the U.S.A. The output of cigarettes 
in U.S.A. rose from 13 billions (1910-14) to 71 billions (1924). The war 
accelerated the passage of the U.S.A. from a tobacco-chewing to a cigarette- 
smoking nation. 
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(a) Chemical industries supplying the ingredients of crop 
production. 

(b) Mechanical industries supplying the machinery of the 
manufacturing processes. 

(c) By-product industries utilising the by-products of the 
main product or products. 

In N.C. these are represented by the manufacture of :— 


(a) Commercial fertiliser. 
(6) Textile machinery (in its infancy). 
(c) Cotton-seed oil and cake. 


The fertiliser industry in the South had its inception in S.C. 
more than fifty years ago through the discovery of rock phos- 
phate. To-day two-thirds of the capital invested in the industry 
is in the South. In 1920 the South produced 7-6 million tons of 
fertiliser and consumed 5 millions. Georgia leads in production, 
N.C. being fourth ; but the Carolinas run level as the leading con- 
sumers. Like banking in Great Britain and Canada, the industry 
has evolved along the line of numerous local establishments under 
large-scale control, represented now by the “ Big Six.” The 
product sold is the mixed fertiliser, combining the three elements 
essential to plant growth—phosphoric acid for fruiting and 
maturity, nitrogen for vegetation and growth, potash for vigour. 
Phosphoric acid, which forms about two-thirds of the plant food 
in commercial fertiliser, is yielded by the rock phosphates of 
the South; nitrogen by imports from Chile, and also as a by- 
product from coke ovens and packing plants. Down to the 
War Germany held a monopoly of natural potash, but during the 
War native sources were found in the brine lakes of the American 
West and the oil borings of Texas. Their use is a matter of 
development and cost; and meanwhile the ‘“ Big Six” have 
reached out to control supplies in Chile, Germany and elsewhere. 
The relation between the fertiliser company and the grower of 
tobacco or cotton is a study in itself, exhibiting a domination 
as far flung as that of the agricultural implement companies over 
the western grain grower, and much more oppressive. 

The great bulk of the textile machinery is made in the 
specialised machine-making centres of New England—Worcester, 
Hopedale, Lowell, Pawtucket (Rhode Island), Whitinsville (the 
headquarters of the Whitin machine works) and the like; one 
large firm, Messrs. Howard & Bullough, being originally an 
English concern. In the days when there were no railroads 
and technical processes were secret—and it was at such a time 
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that the leading industries of Great Britain were localised— 
physical distance between machine-maker and machine-user was 
a grave handicap to the latter. To-day the handicap amounts 
to little more than a higher freight rate on machine parts. The 
machine companies install the machinery and some of them send 
service men periodically to the mills. Their experts can serve N.C. 
as thoroughly as New England ; and indeed must, for it is there that 
the greater expansion is occurring. As late as 1919 the characteristic 
of the Southern textile industry was the multiplicity of small enter- 
prises, and their numerical increase was sufficient to keep the 
size of the textile establishments in the U.S.A. constant for the 
period 1909-1919. But since 1919 there has been a trend towards 
(a) the financial control of many mills by a chain of interests ; 
(6) the grouping of all the stages of manufacture, spinning, 
weaving and finishing, in or around a parent establishment of 
great size selling a standard product with a trade name. It is 
claimed that in 1924 $60 millions of New England money found 
its way to Southern mills for purchase or new building; but 
the $1 billion of capital invested in the textile industry of the 
South is mainly in the ownership and control of Southern men. 
There is, therefore, no atmosphere of dependence on a distant 
machine-producing centre. The South makes many of its cotton 
gins, the key machine of the first cotton process; Charlotte, 
N.C., and other Southern towns have plants engaged in making 
cotton cards and a few machine parts. In the denim mills of 
Messrs. Cone (White Oak, Greensboro’, N.C.) the writer was 
shown a process of continuous warp dyeing invented by this 
concern. The machinery had been put together by the firm’s 
shop and the fittings were rough; but with pioneer work such 
as this proceeding in Southern mills the machine-makers have 
as much need of the South as the South of them. Furthermore, 
N.C., though itself not a producer of coal and iron, is in the 
industrial atmosphere which coal and iron generate. For it is 
on the main lines of communication between Pennsylvania and 
Birmingham, Alabama, the great and growing iron and steel 
centre of the South. 

In the third type of subsidiary industry, the utilisation of 
by-products, N.C. has an assured position because it is a great 
producer of cotton as well as a great consumer of it. Since these 
by-products per volume have a lower value than the main product, 
it is generally more economical to process them near to the point 
at which they emerge. On this fact rests the strength of the 
cotton-seed oil and cake industry of the South. The cotton 
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seed crushed in the South grew from a trifle in 1875 to nearly 
5 million tons in 1914: during this period the value of cotton 
by-products and the method of securing them were learnt. From 
1914 to 1923 the cotton crop declined from 16 to 10 million bales 
under the ravages of the boll-weevil; and the seed crushed 
declined correspondingly to some 3 million tons. Ginned cotton 
yields linter cotton by a second ginning in the proportion of 
8,000 lbs. of lint to one ton of seed. The seed itself yields oil, 
meal and hulls. The oil is used in the manufacture of oleo- 
margarine, soaps and perfumery. The meal and hulls, separately 
or in combination, are used as cattle feed. They might be used 
as a fertiliser on near-by farms, but their recent price has been 
too high to allow much to be consumed in this way. Memphis 
(Tennessee) is the head-quarters of the trade, but the plants 
are widely distributed; and there is no Hull or Marseilles in the 
American South. ‘The oil mill has been taken to the cotton 
fields rather than the seed to some oil-producing centre . . . it 
has allowed the most economical processes of assembling seed 
from the farmers and distributing meal and hulls to the farmers 
in turn. In many places it is a custom for the farmer to haul 
in his seed to the cotton oil mill and take meal in exchange.” 
(The South’s Development, p. 206.) Under these conditions the 
manufacture is seasonal. Thus in the winter of 1924-5 the Elba 
mill Charlotte, N.C., expected to run from October to April, 
working continuously with two twelve-hour shifts. When the 
plant shuts down the workers, who are coloured people, wil! 
find summer employment, as the tobacco stemmers do, in cotton 
picking, road work, hotel service, etc. ’ 

(5) Finally, N.C. has a labour supply, plentiful, adequate 
and cheap. In the cotton factories this labour is almost entirely 
white: in the spinning and weaving rooms exclusively so. 
Coloured labour is used inside and outside all industrial establish- 
ments for cleaning and carting: on all elevators: in tobacco 
factories in the stripping departments: in cotton seed and oil 
plants under white foremen: in cotton factories in the opening 
and dyeing rooms. Inside a factory, in contrast with work on 
the face of a quarry, coloured and white rarely work side by side. 
In short, in the industries of N.C. coloured persons do the work 
that newly-arrived immigrants would do in the North. The road 
construction gang is generally coloured, though the State in con- 
structing its highways used a certain amount of white labour; 
for the bootleggers are mainly Anglo-Saxons. 

The population of N.C. as noted in the opening sentence, is 
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3. to 1 white, and the proportion is not declining. This population 
is not maintained by immigration either from the North or from 
Europe. Italian stone-cutters are to be seen at Mount Airy: 
there are small settlements of Italians and Scandinavians in the 
truck lands by the coast. But almost the whole of the popula- 
tion, white and coloured, was born inside the State. Between 
1910 and 1920 the population of N.C. increased 16 per cent., 
“due almost entirely to the virility and fecundity of our country 
people, white and black. ... We lead the entire U.S.A. in 
cradles and baby carriages, with a birth-rate of 31-6 per mille 
against 23-7 for the U.S.A.” (North Carolina Industrial and 
Urban: N.C. Club Year Book, 1920-1921.) Between 1910 and 
1920 the economic incentive to increase of population was doubly 
strong. The cash crops of the State, tobacco and cotton, were 
rising steadily in value; and the wages offered in the factories, 
though lower than those paid in the North, were very much 
higher than anything heretofore enjoyed by these country 
people. Between 1910 and 1920 the numbers employed in 
manufacture and commerce rose by 74,000, and so strong was 
the city-ward drift that 19 out of 99 counties in the State showed 
a decline of population. 

Many of the country whites live in the mountains. They 
are of pure Anglo-Saxon stock, which has been there for 
more than a century untouched by the tide of industrialism. 
Till recently the crack of the rifle has been heard more frequently 
than the honk of the motor horn; but the undeveloped water 
sites of the State are on the further side of the great Blue Ridge, 
and State highways are building for the attraction of tourists. 
When these are completed, mountain-bred school-children will be 
conveyed to consolidated schools in auto-trucks,! and the mountain 
veil will be for ever rent. In and around Winston-Salem are the 
intelligent and vigorous descendants of the Moravian Church, 
which founded Salem in 1753. All over the State Scotsmen (and, 
of course, many others) own garages, and one county is called 
Scotland. The writer met two families with familiar Midland 
names, Biggs and Dodd. The family of Biggs came from fifty miles 
east of Durham, English one side and Scotch on the other. They 
lived in a cottage rented at $35 a month (taxes, as always on this 
continent, included). The old mother of the family was keeping 
house, while her girls were making $20 a week in the adjacent 
mill, and her boys as much as $40 on silk-knitting machines, but 

1 School-children ‘‘ auto-trucked ”’ in N.C. :—1922, 20,000; 1923, 31,000; 


1924, 48,000; 1925 (estimated), 65,000. 
No. 138.—voL. Xxxv. P 
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she feared the spinning-rooms with their risk of T.B. Her 
husband had been a farmer, growing cotton and keeping “ a big 
gang of sheep,’ while she, as a young wife, spun and wove. 
It was then reckoned a disgrace to be dependent on outside 
resources for clothes. The family of Dodd had four boys and four 
girls. The boys worked on the home farm, and with the improved 
price of cotton were glad to “stay with it.” (They were at the 
moment climbing Mount Pilot, on a Sunday afternoon, having 
parked their car at the foot.) But the girls looked hungrily 
towards factory life with its regular wage, its ornamentation of 
clothing and amusement, and its escape from the isolation and 
never-ending work of farm life. The supply of country labour 
is still plentiful: ‘two or three as many more ready at hand 
in the country regions of the State,” it was estimated in 1921. 
(N.C. Club Year Book, 1920-1921.) This plentiful supply is excep- 
tionally fitted for textile factory work. 

“Many of these mountain women have for generations been 
spinning and weaving cotton in the way of bedspreads! and 
other things, and in some cases dyeing them with home-made 
dyes which apparently never fade. Some of the bedspreads 
show an unusual degree of skill in design and production, and 
many of the dyed spreads indicate remarkable ability in com- 
bining colours and in producing at home these fine dyes. Nearly 
all of these spreads bear some name and the same patterns have 
been made for generation after generation. The people who are 
to-day making them do not know the origin of the names, but 
it is known that they can be traced back to England.” (The 
South’s Development, p. 336.) The last stage of the spreads is 
the back of a Ford car, where they envelop the bulging volume 
of tobacco on its way to the auction-rooms. 

Nearly all cotton factory work is individualistic and com- 
paratively isolated. By contrast, the coloured workers in the 
stemming-room of a tobacco plant enjoy, shoulder to shoulder, 
the group life of the old plantation. Laughter and jest roll 
along the work-tables, and now and then from the most religiously 
minded section of the American continent a hymn such as ‘‘ Rock 
of Ages’”’ rises cheerfully above the hum of machinery. In 
places where white and coloured are together the white man 
enjoys a variety of supervision, with an eye now on his machinery 
now on his help and now on the pace of the room’s output. 

This labour is cheap, perhaps nearly half as cheap as 


1 The Doukhobor women in B.C., Canada, make by hand coloured bedspreads 
and beautiful wool rugs. 
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Northern labour, but it is not the kind of cheapness which is 
costly to the employer. For white and coloured supply, the one, 
skill and pace, the other, muscle and contentment. Detailed 
wage statistics are lacking. The reports of the N.C. Depart- 
ment of Labour give only the wage range between the highest 
and lowest paid, male and female. It is a subject on which the 
casual stranger cannot easily obtain full information, but the 
following series is compiled from individual examples, which 
are believed to be representative. All through the State the 
normal working day seems to be ten hours, with a half-day on 
Saturday. Daily wages are given. 


(1) Building Trades. 

Within this group occur the few occupations which have 
escaped the dégringolade of manual skill. 

Greensboro’ bricklayers, $8; plasterers, $8-75. 

Mount Airy Granite Quarry: cutters, $8 (head cutter, who 
instructs the apprentices, $10 to $15). 

Some of the latter were Scotchmen or Cornishmen who had 
made the familiar trek; first the Scotch village or small English 
town: then the winter-cold North, Maine, Vermont, Ontario, 
and now N.C., where in the first week of January outside work 
is comfortable and exhilarating. To this group may be added 
the process of upholstering in the furniture factory. 

High Point, N.C.: upholsterers, $10 to $12-50. 

Upholstering involves a number of difficult hand processes— 
fitting the springs; stuffing; stretching and tacking down the 
upholstering material. 

The writer watched an Old Country craftsman upholstering 
a “non-standard ” suite with a tapestry imported from England ; 
for High Point sells also to millionaires. 


(2) Cotton and Hosiery Mills, Greensboro’ and Durham. 

Cotton: men, $5.73 to $2.32; women, $4.88 to $1.50. 

Hosiery : men, $5.00 to $1.66; women, $3.33 to $1.33. 

Workers on piece rates, especially in the hosiery mills, will 
sometimes exceed these maxima. 


(3) Tobacco Factory, Winston-Salem. 

Men, $7.00 to $2.00; women, $4.00 to $1.50. 

Here, as in (2) and (4), the lower figure may be assumed to 
be for coloured labour or beginners. In a tobacco stemming- 
room of a plant belonging to the Imperial Tobacco Company 
the coloured workers were making 18c. an hour at the rate of 


6c. per lb. of stem removed. 
P2 
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(4) Furniture Factory, Winston-Salem. 

Men, $5.00 to $2.00. 

The great mass of furniture is of standard suites; for the 
industry presents the acme of standardisation both of process 
and of pattern. The suites pour forth by hundreds a week; 
and after a halt in the hands of the retailer, which adds at least 
100 per cent. to their price, pass into standard homes. If the 
town is building a big hotel by community subscription, the 
500 or more identical suites will pass at wholesale rates into 
500 or more identical bedrooms, of which three-fourths will be 
“with ” and one-fourth “‘ without ” (sc. in England a bath). 


(5) Machinists and auto-mechanics. 
Men, $5.00 to $6.00. 


The drivers of Jitney Services (‘‘ careful driving, easy riding ’’) 
are said to command a wage of $150 a month. They drive the 
whole day long, but how a high-powered car, in winter at any 
rate, three-fourths empty, and charging considerably less than the 
railway for a ride of equal distance, can afford such a scale of pay 
it is difficult to understand. 

There are no big towns in N.C. Winston-Salem, the largest, 
had a population in 1920 of 48,000 (estimated in 1924 at 65,000). 
Most of the cotton mills are in small towns or factory villages ; 
and in the latter the cottages are generally owned by the employer. 
The workers pay 50 c. per room per week, with lighting free and 
often a small garden where food-stuffs can be grown. When 
there is no work, no rent is charged. The big firms supervise 
the boarding of their female help, the charge being, say, $5 per 
week per girl with board. Though the prospect of home owner- 
ship is as 3 to 1, and in some mill villages nil, the workers have 
great latitude in their abode. For, if they live at a distance, the 
few who lack a car come down to the factory in machines belonging 
to fellow-workers, who pay for them by operating thus an informal 
jitney service. In Winston-Salem some of the negro shacks and 
shops are very dirty and mean. This is disconcerting when 
it is remembered that the net profits of the largest tobacco com- 
pany in Winston-Salem rose from $3 millions in 1914 to $23 
millions in 1923. In N.C. there is no law of compensation for 
industrial injuries. It is one of six States lacking such a law. 

In N.C. the maximum hours of work for children are eight. 
Thirty-three States have a shorter working day for children. 

In N.C. there are no labour unions. 
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The Manufacturers’ Record correctly appraises the value of all 
this from the employers’ point of view, when it says : 


““ Many of the greatest cotton mills of New England which 
long held a dominion in this industry are moving to the 
South and others will soon follow. These people are moving 
South to escape the conditions which prevail of high taxes 
and labour legislation in New England. They have no 
desire to carry their New England labour South, but, on the 
contrary, they are moving South to escape New England 
labour conditions.” (The South’s Development, p. 337.) 


In the interest of the welfare of women and children a counter- 
pressure is needed. The larger employers treat their workers 
very well; but they should remember that they have the unique 
privilege of setting to work a store of accumulated rural energy 
still new to the cash-wage stimulus. One counter-pressure is 
the labour union, with its inevitable accompaniment of strikes, 
which damage the worker as well as the employer. Moreover, 
where white and coloured work in the same community, class 
warfare places white workers in an ambiguous racial relationship 
and might create among coloured workers a mass unrest, which 
would destroy the satisfactory balance which now exists between 
black and white. There remains as an alternative to the labour 
union the public schools and all that they will accomplish when 
teachers are properly paid. And in America, when the com- 
munity is behind the schools, no power can resist them, and no 
big men would long desire. With the schools lies the con- 
servation of the present generation of country-bred men and 
women; and on the schools will fall the cultivation of that next 
generation to whom country life will be but the memory of a 
home farm whither their parents for a time repaired when factory 
work was slack. C. R. Fay 











A RETROSPECT OF FREE-TRADE DOCTRINE! 


In his address as President of Section F of the British Associa- 
tion in 1907, Sir W. Ashley gave a rather gloomy survey of the 
position of economics. He argued that the position of the 
classical economists had been undermined till little remained 
standing, while no new synthesis had as yet appeared. In his 
Presidential Address at Toronto in 1924, published in the Economic 
JOURNAL for December, the view taken of the classical economists 
is the same, this time with special reference to the free-trade 
argument. He crystallises the argument of the free-trade 
economists during the century that followed the publication of 
The Wealth of Nations into nine propositions, and argues that 
these propositions are now discredited or untenable. 

Now I am far from denying that this argument may be a very 
good argumentum ad hominem to some people. J. 8S. Mill wrote,? 
‘** The English public are quite as raw and undiscerning on subjects 
of political economy since the nation has been converted to free- 
trade, as they were before.’”’ That conversion was due not to 
transcendent economic wisdom but to a happy accident (if the 
threat of famine can be called a happy accident), and the free trade 
of many free-traders seems rather a happy accident or a happy 
instinct than part of a logical system. Such free-traders at least 
may be challenged to produce new arguments, since they have 
palpably discarded the old, and to such free-traders Sir W. 
Ashley’s challenge is perfectly fair, both in intention and, if I 
may say so and as far as I can judge, in execution. I, on the 
other hand, think that a voice may still be raised on behalf of 
the old free-trade doctrine. 

I agree with Sir W. Ashley that Adam Smith’s Method is 
fundamentally “‘ deductive ” in spite of the wealth of historical 
information he gives. In this I hold he was right, for the reasons 
shown by Mill in his Logic of the Moral Sciences.* If the object 
of economics, as of other sciences, be to give us the laws of the 
phenomena, then I believe it to be a perfect dream that history 

1 A comment on Sir William Ashley’s Address under this title published in 


the Economic JoURNAL, December 1924. 
2 Autobiography, p. 238. 3 Logic, Bk. VI., ch. vii. 
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alone can do this, and in this I am confirmed by Sir W. Ashley 
himself, who, in his former Presidential Address, seemed to show 
that, so far at any rate, history had established no general laws. 

The first two propositions of the free-trade doctrine are that 
Nature is beneficent, and that Nature consists in the unrestricted 
freedom of every individual to pursue his personal desires and 
interest in his own way. Now in what sense did Adam Smith 
and his followers regard Nature and the unimpeded action of men 
in society as beneficent? First of all, they all recognised the 
duty of the State to put down force and fraud. This is the 
irreducible minimum of State action. Of course they admitted 
other exceptions to the rule of liberty. But if even only force and 
fraud are excluded, a good deal follows. It follows that the 
economic man can acquire wealth only by offering an equivalent. 
The whole economic life is envisaged as a voluntary interchange of 
goods and services. Now, had Smith and his followers simply 
assumed that such an interchange must always and everywhere 
work for good in the supplying of human wants, would it have 
been a very daring assumption? In many ways we can see at 
once that it is so. Under freedom labour and capital will tend to 
supply the most urgent wants. Demand and supply will tend to 
equal one another. But I do not think it is true that the optimism 
of Smith and his followers was simply an unproved assumption. 
It is rather the conclusion to which their study of the phenomena 
leads them. It is quite possible that Smith carried into The 
Wealth of Nations from The Theory of Moral Sentiments some of 
the indiscriminate worship of Nature and the Law of Nature 
which characterised the eighteenth century. This is an inter- 
esting point in the history of opinion, but it is irrelevant for our 
purpose. Smith’s optimism must be criticised on its merits, and 
according as he has succeeded or not in 7'he Wealth of Nations in 
showing that it is a correct deduction from the facts taken as a 
whole. It is possible to reject as a mere superstition the general 
doctrine that whatever is is right, and that everything is for the 
best in the best of all possible worlds, and yet to believe that in 
the particular sphere of the voluntary interchange of goods and 
services the self-interest of each tends to promote the interest 
of all. 

It must be remembered that Smith’s is only one of several 
possible optimisms. If economic determinations are not to be 
left to the self-interest of the individual man, if, for instance, I am 
not to be at liberty to buy from the foreigner when I can do so 
cheaper than at home, then economic determinations must be 
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made by the State or other outside authority. From this point 
of view the question is not so much whether unfettered self- 
interest is likely always to work well, but whether or in what 
cases external authority is likely to work better. 

Take, for instance, what may be called the optimism of no- 
sanction. A great deal of current opinion looks for peace and 
contentment, in both international and industrial matters, solely 
to a spirit of concession and conciliation. Far be it from me to 
discourage such a spirit, but it demands a tremendous exercise 
of faith to expect that everything is to be settled by a voluntary 
abnegation of self-interest to an indefinite extent and often 
one-sided. 

Or take collective bargaining. It may seem great ‘‘ optimism ”’ 
to suppose that individual bargaining and the competition of 
employers will give a fair wage or the highest wage, but is it not 
“optimism ”’ to assume that the two organised bodies of masters 
and men will always agree on a just wage, failure to agree being 
necessarily followed by total cessation of the service ? 

Then if self-determination is to be replaced by State deter- 
mination, what of the competence of the State? The modern 
democratic State consists of just the same men whose actions are 
to be controlled. What reason is there to suppose that the same 
man in the ballot box is any wiser or less blinded by self-interest 
than in buying or selling, employing or being employed? The 
only difference is that self-interest, which is normal and almost 
necessary in private life, is altogether inadmissible in the discharge 
of the elector’s trust. But, though inadmissible, sectional self- 
interest is, as we all know, asserted and appealed to in all elections 
and by all parties. Of any national determination we can only 
say that it is the expression of the opinion of its interest held by the 
majority. The opinion of the minority, however large, may have 
been absolutely disregarded. Of nothing is this more true than 
of tariffs. I appeal to your readers whether the whole history 
of tariffs in all countries does not show that they represent far 
more the result of a conflict of interests than an impartial attempt 
to arrive at a policy in the interest of all. 

If it be said that the picture of modern politics as pre- 
dominantly selfish is at least an exaggeration and that the State 
does stand for some ideal of reason and justice over and above 
the clash of interests, I don’t dissent. But I claim the benefit 
of a similar admission on behalf of the classical economists. Our 
churches, universities and hospitals are the voluntary creation 
of the economic man no less than our railroads and ships. What 
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the classical economists lay down is not that men are necessarily 
and always selfish, but that a system which should rely on un- 
selfishness would be precarious, that it is not safe to rely on people 
acting contrary to their interest, that self-interest, acting within 
the limits of justice and honesty which they postulate, acts fairly 
well on the whole, in the way they show, and in any case better 
than the arbitrary fiat of tlie State. 

Another of the propositions of the free-trade doctrine is thus 
enunciated: ‘‘ That every country has certain natural advant- 
ages. Left to themselves individuals will exert themselves in the 
directions to which these advantages point. It is, therefore, for 
the benefit of a country or nation that they should be left free 
to do so.” 

Sir W. Ashley’s criticism of this is, firstly, “‘ that the greater 
cheapness with which one country can produce goods as compared 
with another is obviously in some cases due to no peculiar advant- 
age in the geographical sense, but simply to the historical fact that 
the manufacture was established there earlier.’ And again, 
“That one policy is clearly more advantageous in the short run 
does not prove that it must be more advantageous in the long run.” 
Why is the private capitalist supposed to be indifferent to what 
is ‘‘ advantageous in the long run’? It is at least not obvious 
why private enterprise is unequal to starting a new industry 
without a tariff, when the only obstacle is the initial expense. 
Dealing in reversions on lives or on long leases, sinking pits or 
planting rubber are instances of the willingness of private enter- 
prise to adventure for a postponed profit. 

Secondly, Sir W. Ashley suggests that free trade is or may be 
in some way connected with ‘‘ low-grade” labour. He mentions 
American slavery in this connection. If this means, as the 
argument seems to require, that free trade causes labour to be 
“low grade ’’ which would otherwise be ‘“ high grade,” I cannot 
see that he furnishes a scintilla of argument to that effect. I do 
not assume as proved that free trade increases total wealth, but 
if it be true, then it is at least probable that the standard of every 
class is raised. If not, the increased total wealth affords a fund 
for compensating or relieving any class prejudicially affected. I 
am not suggesting that any such compensation or relief is 
expedient or practicable, but obviously greater total wealth 
makes it more possible.? 

Another of the free-trade propositions is described as the 
** quite insufficient estimate of the extent to which newly accumu- 


1 See Fawcett, Free Trade and Protection, p. 9 (4th ed.). 
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lated capital is transferable as between one country and another.”’ 
Undoubtedly the international transfer of capital could not bulk 
so largely in our fathers’ eyes as in ours. I have always thought 
it to some extent affects Mill’s argument that the motive to 
international trade is not the absolute advantage that one 
country has over another for the production of a particular 
article, but the differential advantage when the relative costs of 
production of two different articles in two countries are compared, 
so that even although one country may have an absolute advant- 
age in both, it will pay it to import the article in which it has the 
lesser advantage, that is, to buy it where it is produced as ata 
greater cost than at home.! The practical importance of Mill’s 
argument is diminished by the consideration that now new capital 
is likely to flow to the country with the lower cost of production. 
I approach the question, then, with a lively consciousness of 
the possibility, the actuality and the significance of the inter- 
national mobility of capital. How does Sir W. Ashley approach 
it? The only instance of and motive to the investment of capital 
in a foreign country that he seems to contemplate are what takes 
place when a manufacturer erects works in a foreign country to 
get the advantage of its tariff. The converse case is when a tariff 
causes the savings of the country, which might otherwise have gone 
abroad, to be employed in erecting works at home to get the 
advantage of the tariff. Examples are given in connection with 
the Patent Act of 1907, the Dyestuffs (Import Regulation) Act 
and the McKenna Duties, and we are reminded that “ English 
manufacturers have not been deterred from yielding to the 
pressure of foreign tariffs and establishing works abroad by any 
personal views of their own as to free trade or protection.” 
Nowno one need hesitate to admit thefact. It is true, indeed, as 
Sir W. Ashley admits, that the export of capital is not an unmixed 
loss, or perhaps on the whole a loss at all, to the exporting country. 
It is also true that even the immediate effect of a tariff on the 
protected industry is often less than expected. Industries 
threatened by foreign competition often show surprising vitality 
without protection. Protected industries often languish in spite 
of a tariff. This, probably, as much as selfishness, is the reason 
of the well-known fact that infant industries, nurtured on a tariff, 
never grow up. Still there is no reason why anyone should deny 
that Governments by tariffs can to some extent cause a protected 
industry to flourish and expand, and thereby attract capital to 
the industry, either from their own citizens or from abroad. But 
1 Political Economy, Bk. III., ch. xviii. 
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surely the question is what policy will attract most capital on 
the whole. And surely the answer must be, that policy which 
brings the greatest profit on the whole. If the free trader is right 
in believing that the advantage to the protected industry is more 
than offset by the loss to the unprotected industries, then the 
capital attracted to the protected industry will be more than 
offset by the capital repelled from the unprotected industries. I 
am not assuming that it isso. Iam merely pointing out that the 
argument seems to confound cause and consequence. Instead of 
arguing that protection is the more profitable policy because it 
attracts capital, what is required is to show that protection is the 
more profitable policy on the whole. If that is shown, we shall 
have no difficulty in admitting that as a consequence capital will 
be attracted to the protectionist country. 

On the other hand, Sir W. Ashley says that the free-trade 
economists exaggerated the ease with which capital and labour 
can be transferred from one occupation to another within the 
country. 

The difficulty, great or small, partly arises from trade unionism, 
as Sir W. Ashley admits. He says, “‘ To say that certain trade 
unions do in effect impose obstacles to entry upon a trade is not 
necessarily to condemn them.” Certainly it is not “ necessarily 
to condemn them.” It may be justified by some higher good. 
But at least it is in itself an evil, and if Sir W. Ashley’s attitude 
means that all trade union practices are to be simply accepted 
as final, then it is a far less defensible ‘‘ optimism ” than any in 
Adam Smith. It is bringing no railing accusation against trade 
unions to suggest that their ideas and practices need the critical 
microscope at least as much as those of the free-trade economists.! 

For the need of transferring labour and capital on occasion from 
one to another industry is not created by free trade. The one 
certain prophecy we can make about the industry of any country 
fifty or a hundred years hence is that, free trade or no free trade, 
its distribution will be very different from what it is to-day. 
Further, I suggest that tariffs are as little likely to stabilise as to 
augment industry. A tariff no doubt might be nicely adjusted 
to preserve an industry threatened by foreign competition exactly 
on its present scale. But those who defend tariffs at all do not 
confine them to that purpose, and, indeed, if tariffs can effect so 
much, why should they? If a tariff be used to extend or create 
an industry, then the effect is to cause a transference of labour and 


1 In the Edinburgh Review for July 1913, the present writer essayed the réle 
of critic. 
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capital. Sir W. Ashley may not believe with McCulloch that the 
workman displaced in one industry must necessarily and im- 
mediately find a job waiting for him in another, but I presume 
he believes in some sort of equivalence or, let us say, proportion 
between imports and exports. If so, then protection must involve 
some injury to export trade. Obviously it is so. It is scarcely 
possible to conceive a protected article that shall not affect 
export trade. Merely raising the cost of living affects our capacity 
to export. Protection then, as well as free trade, or more than 
free trade, may cause the ‘“ demoralisation”’ and other evils 
attendant on a change in industry. 

The possibility of changing over from one industry to another 
is seen nowhere better than in the industrial history of Glasgow, 
where I write. Glasgow’s first great trade was the Virginia 
tobacco trade. That was stopped dead by the war of 1775. 
Glasgow then turned to West Indian sugar, and the year 1775 
(one year before the publication of The Wealth of Nations) exactly 
coincided with the beginning of a quarter century of marvellous 
growth... That was, no doubt, a commercial rather than an 
industrial change. Industrially Glasgow and the neighbourhood 
bade fair to be the centre of the textile industry, but have mainly 
lost that and turned to shipbuilding and industries dependent on 
iron and steel.2- Now it is safe to say that during the whole period 
of the change only an infinitesimal part of the population has been 
unemployed. And one reason is obvious. If we suppose .the 
average working life of the workman to be forty years, then a 
trade may contract 23 per cent. a year without a single man losing 
his job. Of course I admit that a trade may decay at a more rapid 
rate than this, free trade or no free trade. 

The best procf how mobile labour may be in the absence of 
artificial restraints is furnished by what happened in the war. 
That lesson is surely far less disputable than the “ success ” with 
which Sir W. Ashley says “ the State in all countries undertook 
during the Great War novel functions.”’ That “ success,” such as 
it was, could not have existed if it had not been for the thousands 
of quite untrained persons, male and female, who, in the shortest 
possible time, tackled, with zeal and efficiency, every kind of 
unaccustomed job, from fighting to making shells. 

A. A. MitcHELi 


1 See Introduction to One Hundred Glasgow Men: James MacLehose and Sons, 
1886—reproduced in Old Glasgow Essays by J. O. Mitchell: James MacLehose 
and Sons, 1905, p. 376. 

2 Old Glasgow Essays, p. 32. ‘The English and Scottish Cotton Industries ”’ 
by Miss G. M. Mitchell in the Scottish Historical Review for January 1926. 











THE VALUATION THEORY OF EXCHANGE 
I 


Since the breakdown of the old classical system it has been 
the chief complaint against political economists that they do not 
offer uniform principles. Instead of “‘ Les Harmonies Economi- 
ques’ we have to face “ Les disharmonies des Economistes.” 
But it is not generally understood, not even within the science 
itself, how narrow and limited the battlefield of the antagonistic 
theories really is. Economists do not often hold different views 
about economic facts, but they try to explain them in different 
systems of description. 

In post-war literature, however, some new controversies have 
arisen even in those parts of economics where the pre-war literature 
could boast of unanimously accepted “truths.” The most 
remarkable example is the theory of Foreign Exchange. Up to 
1914 nearly everyone believed that the explanation of the varia- 
tions in the rates of exchange was to be found in the balance of 
payments. At present, perhaps, the majority of scientific authors 
on the subject must be classified as adherents to another theory, 
namely Cassel’s doctrine of the purchasing power parity, while 
some economists and most business men still cling to the old faith. 

The purpose of this article is, however, to show that the two 
rival theories are not in contradiction, but that they complete 
each other. They are indeed interdependent. They only 
emphasise different links in the same nexus of causality. They 
both form parts of a more general description of the matter, 
which may properly be called the valuation theory of exchange. 


II 


The classical statement of the theory of purchasing power 
parity is, in my judgment, given by Professor Cassel in his 
memorandum to the International Financial Conference of Brussels 
in 1920. The brief sentences of that report contain the whole 
thing in a nutshell. It will, therefore, as the base for a closer 
examination of the doctrine, be useful to sum up as follows the 
contents of that statement :— 

Our willingness to pay a certain price for a foreign money 
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must ultimately and essentially depend on the fact that this money 
has a purchasing power, as against commodities and services in 
the foreign country. On the other hand, when we offer so and 
so much for our own money, we offer in fact a purchasing power 
against commodities and services in our own country. Our 
valuation of a foreign money will, therefore, essentially depend 
on the relative purchasing power of the currencies of both countries. 
When two currencies have been inflated, the new normal rate of 
exchange will be equal to the old rate multiplied by the quotient 
between the degrees of inflation of both countries. The rate 
calculated in this way must be regarded as the new parity between 
the currencies and the true equilibrium of the exchanges. 

When international trade is unimpeded, the actual rates 
of exchanges will coincide fairly well with this purchasing power 
parity. But the exchanges may be distorted from this parity 
by several factors, such as prohibition of export or import, systems 
of licenses and rationing, a differential price policy, distrust in 
the future of a monetary standard and operations of speculators. 
There are many instances of such abnormal deviations of the 
exchange. 

When the exchanges move against a country, people generally 
explain it as a result of an adverse balance of trade. But this 
explanation is obviously inadequate if the deviation of the ex- 
changes is considerable, and has more than a quite temporary 
character. For if any country buys more from another than 
it sells to it, the balance must be paid in some way; say, by export 
of securities or by loans in the other country. Thus the balance 
of payments must on the whole equalise itself, and gives no reason 
for a definite alteration in the rates of exchange. Should such an 
alteration occur, it must generally be taken as a proof of an 
inflation which has brought down the internal value of the 
monetary unit of the country and raised its general level of prices. 
With an unaltered price level and an adverse rate of exchange, 
the country’s export trade should get a strong stimulus which 
would tend to bring the exchange back soon enough to its normal 
rate. The acceptance of this reasoning will mean that we are 
bound to abandon altogether the popular theory of trade balances 
as an explanation of the movements of international exchanges. 

It will be found that the description given in this theory 
contains the following four chief statements : 

1. We buy foreign money because it can procure foreign 
commodities and services, 7.e. because of its purchasing power. 

2. Through international trade the rates of exchange will be 
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equalised in accordance with the purchasing power parities, 
though abnormal deviations may occur, caused by restrictions in 
trade, distrust or speculation. 

3. Those parities are determined by the money policy of the 
countries in question. 

4. The balance of payments is always balanced, 7.e. it equalises 
itself, and cannot result in any durable distortion of the rates of 
exchange. 

It will be convenient for our purpose to examine each of these 
four statements. 


Itt 


Cassel’s first proposition is contained in the sentence that 
“our willingness to pay a certain price for a foreign money ”’ 
depends on “ the fact that this money has a purchasing power 
as against commodities and services in the foreign country,” and 
that “our valuation will, therefore, essentially depend on the 
relative purchasing power of the currencies of both countries.” 

Cassel takes this for granted. He seems to find it self-evident. 
He gives the assertion as a postulate without any effort to explain 
it or to analyse it. He is, however, able to maintain the sentence 
only because he attributes that willingness to pay to a vague totality 
of all buyers of foreign money characterised pronominally only. 
He speaks about “our” willingness. There is, however, no 
impersonal “‘ we ”’ who are willing to buy foreign money. It isa 
great multitude of men and women with different purposes and 
different motives. We may consider three groups as typical. 
In order to avoid an introduction of new technical terms, we may 
simply call them importers, investors and debtors. Let us try 
to find out whether Cassel’s postulate holds good for any of them. 

1. Importers pay, true enough, for foreign money because 
it has a purchasing power. But what they take into considera- 
tion is not “essentially ’ their knowledge of the existing purchasing 
power at the moment when they have to decide whether to buy 
or not, but their valuation of the comparative purchasing power 
of the currencies against wanted articles at the moment when 
they must pay for them. They will form an opinion about the 
probable future movements both in the rates of exchange and in 
the prices of the commodities required. It is, thus, the calculated 
future purchasing power parity in relation to certain commodities 
and services that will count for them. In a fluctuating market 
almost every importer is thus an involuntary speculator. 

2. Investors are willing to pay for foreign money, not because 
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it has a purchasing power “ as against commodities and services,” 
but because it has a purchasing power against stock. 

Cassel has tried to verify his theory by comparing the 
alterations in the rates of exchange with the variations in the 
purchasing power parities as measured by wholesale indexes. 
But as the group of investors form a part of the totality of exchange 
buyers, this verification is of doubtful worth. To the investor 
the purchasing power against commodities is wholly irrelevant. 
He judges from quite another point of view. He has to take into 
consideration what profits are made in the foreign country, what 
taxes are paid there, and what will be his probable risk if he takes 
his money abroad. Discount and confidence enter into his 
normal motives. 

3. Debtors are willing to pay for foreign money because they 
are obliged to buy it. Commonly, their liabilities will have to be 
covered through the payment of a certain sum at a certain date 
in the legal tender of the creditor’s country. Before the day 
appointed, they will have the choice, but if they have not succeeded 
in procuring the necessary money at an earlier date, they must buy 
a tout prix. In any case, their decision will be independent of 
the actual purchasing power of the foreign money. 

This analysis will show that the demand of three important 
groups of buyers is not included in the suppositions of Cassel’s 
theory—the speculators in the forward market, the capitalists 
investing abroad and the debtors bound to pay in foreign money. 
This omission is most peculiar. Cassel’s theory has been put 
forth as a typical post-war idea. Its chief justification should be 
its fitness to explain the movements in the foreign exchange after 
1914. But never has there been so great a speculation in the 
forward market, never has there been such a perfect mobility in 
the international circulation of capital, never have such hopelessly 
great foreign debts been owing as in just these years. 

Thus, Cassel’s theory has been unable to throw any light upon 
the two most remarkable economic movements influencing the 
exchange market since the beginning of 1923: the European 
“ flight of capital’ in the period from the Ruhr invasion to the 
acceptance of the Dawes plan and the east-going stream of capital 
in the second half-year of 1924. 

Also the exchange problems raised by the Reparation payments 
lie outside the era of phenomena explicable by Cassel’s doctrine. 
We see, therefore, that the author of the Dawes report does not 
base the scheme for the maintenance of the new German money 
upon any measures intended to influence the purchasing power 
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of the re-introduced Gold mark. The purpose of his system is, 
through the establishment of the Transfer Committee as an 
intermediary mechanism for stabilisation, to secure that a German 
demand a tout prix for foreign money to cover the reparation 
liabilities should not destroy the balance between Germany’s 
earnings from abroad and the payments she must make abroad. 

This discussion will have been sufficient to reveal two chief 
weaknesses of the post-war conception. 

First, Cassel’s doctrine is wholly a commodity theory. It does 
not take into account that there is not only an international 
market for wholesale articles, but for capital also. Professor 
Cassel should, therefore, avoid speaking contemptuously about 
“the popular theory of trade balances.”” That popular theory 
and his own scientific doctrine have faults in common. Mr. 
Hawtrey, who has tried to define money as the means established 
by law or custom for the payment of debts, points out that the 
buyer who has to pay debts abroad instigates a most important 
part of the demand on the market for foreign money. For only 
when money is used to fulfil one-sided payments, does it carry 
out its specific function ; only then it is more than a simple inter- 
mediary in barter. All the arguments which Mr. Hawtrey puts 
forth against the theory of the trade balance may be used against 
Cassel’s doctrine as well. It would, therefore, not be unjust to 
rebaptise the latter theory, calling it by the somewhat elliptical 
but most fitting name the doctrine of the commodity parity. 

Secondly, Cassel’s theory belongs to the statics of science. 
It is based upon the supposition that there has been once upon a 
time a perfect equilibrium between the purchasing powers of the 
different currencies. It is judging all movements in the exchanges 
in relation to that presupposed equilibrium. It is, therefore, 
open to all the objections that may be raised against any wholly 
static description of the dynamic world of economic reality. 


IV 


Cassel’s second proposition contains the assertion that inter- 
national trade will be a sufficient means to effect an exact equalisa- 
tion of the rates of exchange provided that ‘‘ abnormal”’ conditions 
do not exercise disturbing influences. As Mr. Keynes has pointed 
out in his ‘“‘ Monetary Reform,” this statement cannot be accepted 
without an important modification because allowance must 
be made for transport charges and for import and export taxes. 
But still greater difficulties in the practical application of the 
theory arise from the fact that the doctrine in itself does not give 

No. 138.—voL. xxxv. Q 
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any indication as to the theoretical treatment of those goods and 
services which do not enter into international trade at all. Mr. 
Keynes very correctly observes that a complete equalisation could 
only be effected through trade if in the long run the home prices 
of the goods and services, which do not enter into international 
trade, moved in the same direction and proportion as those which 
do. Thus the theory requires an assumption for its validity, 
which must be considered as very doubtful, for “‘ one can only say 
that it is more or less true according to circumstances.” 

In the third proposition the determination of the purchasing 
power in any country is ascribed to its monetary policy only. 
We have here to deal with a deduction from the quantity theory 
of money in its specific form which claims an exact inverse 
proportionality between the quantity of money and the purchasing 
power. It will, however, be very difficult to maintain this doctrine 
of exact proportionality after the experiences during the inflation 
in Germany. We may perhaps sum up the lesson of events in 
Germany by saying that a small augmentation in the quantity 
of money tended to diminish the velocity of circulation, while 
greater additions to the circulating currency accelerated it. 
Mr. Keynes in his “ Monetary Reform” has made a similar 
statement. If we introduce the subsequent modifications in the 
theory, these modifications must be taken into account also by the 
deduction of Cassel. But even if we abstract from all objections 
against the money side of the quantity theory, the whole reasoning 
seems to be of doubtful worth. I shall endeavour to explain 
why. 

The base of the quantity theory is to be found in the equation 
of money circulation expressed in its classical form by Irving 
Fisher in the following way : 


MV +- M’V’ = SpQ = PT. 


Here M is the quantity of money and V its velocity of circulation, 
while M’ is the quantity of circulating credit, and V’ the velocity 
of circulation of the credit in question. pQ is the algebraic 
symbol for the value of the totality of all individual purchases— 
p, pl, p2... pn being the prices, and Q, QI, Q2 . . . Qn the 
quantities sold. P is the level of prices and T the volume of 
trade. 

In this equation the expression 2 pQ is found simply by adding 
together the products of price per quantity and the number of 
quantities sold for all individual purchases within the community 
during the period of observation. Now, it must be noticed that 
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those individual prices and those individual numbers of quantities 
sold are not uninfluenced by alterations in the rates of exchange. 
This is a matter of daily experience. But it may also be deduced 
from the general theory about the interdependence between 
prices, supply and demand. For according to that theory the 
effect of a rise in the rates of exchange will be that decreasing 
quantities are sold at increasing prices if forward calculations do 
not disturb the valuations of the business men concerned. From 
this it follows that in the expression PT the two magnitudes may 
vary inversely without necessarily affecting any of the items 
on the money side of the equation, a conclusion which will lead 
also to a new modification in the formulation of the quantity 
theory itself. During a period in which the rates of exchange 
are rising, while the quantity of money and the circulating credit 
are kept constant, and the velocities of circulation remain unaltered, 
it may, therefore, happen that the average price level increases 
when the quantity of commodities sold decreases accordingly. 
But it is the average price level as symbolised in the magnitude 
of P that gives the basis for Cassel’s calculation of the purchasing 
power parities, and it is those P’s which he has characterised 
as being wholly determined through the money policy. This 
analysis will, however, show that Cassel’s proposition has no 
general validity, and that the causal relation between the purchas- 
ing power parities and the rates of exchange may be reciprocal. 
The reasoning will be quite similar, and the result conformable 
if we use the formulation of the quantity theory put forward by 
Marshall, Pigou and Keynes. 

What here has been proved to be theoretically possible, has 
happened in Norway in the period from June 1923 up to October 
1924: by an unaltered quantity of money the foreign exchanges 
moved upwards, dragging the purchasing power parities slowly 
after them. 


Vv 


Cassel’s fourth proposition is meant to be a deadly blow against 
the pre-war theory. It contains the assertion that the balance 
of payments will always equalise itself, and, therefore, never can 
result in any durable distortion in the rates of exchange. 

On this argument two remarks can be made : 

Firstly, the pre-war theory was also fully aware that the 
balance of payments contains a self-equalising tendency. The 
whole system of gold redemption assigned in fact to gold only 


the function of being the means of regulation, to which resort was 
Q2 











228 THE ECONOMIC JOURNAL [JUNE 


had until the self-equalising tendency of the balance of payments 
had made itself effective. The gold was nothing else in the interval 
between the Napoleonic wars and 1914. Many countries had not 
gold enough to pay off the whole deficit of a single bad year. 
The payment was effected then, as now, just in the way mentioned 
by Cassel, through sale of securities and foreign loans. But 
when the pre-war theorists gave warning against recurrent 
deficits in the balance of payments, it was just because they knew 
that the equalising would have to be effected in that way. When 
they termed high rates of exchange ‘‘ unfavourable,” they did 
not do it because they considered a high level of exchanges as 
being unfavourable in itself, but because they took it as a symptom 
of an economic process that tended to make the country more 
indebted and thus more dependent on foreign nations. The 
balance of payments was considered as covering the totality of 
causes determining transient deviations from the gold parities, 
just in the same way as Cassel describes distrust and restrictions 
in trade as causes of corresponding deviations from the purchasing 
power parity. It was, on the whole, the chief idea of the pre-war 
theory that the level of the rates of exchange had its real signifi- 
cance as a symptomatic phenomenon. This principle may claim 
full validity for the post-war period also. Nay, the symptomatic 
importance of the rates of exchange is now still greater than 
before, the only difference being this, that high rates of exchange 
may now be taken as symptoms of inflation also. 

Secondly, it should be remarked that Cassel himself must 
resort to the balance of payments. For how can the purchasing 
power parities affect the rates of exchange? Solely through the 
knowledge of importers and exporters and their subsequent 
transactions on the exchange market. But the values of import 
and export form parts of the balance of payments. Thus any 
alteration in the rates of exchange brought about by the pur- 
chasing power parities is effected through the medium of the 
balance of payments. 

On the other hand, Cassel is right when maintaining that the 
pre-war theory in itself is unable to give a general solution of the 
exchange problems. This will, it is to be hoped, become clear 
from our concluding chapter, which will try to draw up the outlines 
of a positive theory. 


VI 
The rates of exchange are simply the prices of foreign money. 
Systematically their treatment belongs, therefore, to the theory 
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of prices. All the general doctrine about the determination of 
prices is applicable to them. What remains to be explained in 
the theory of exchange is accordingly only what is special for this 
particular determination of prices. 

In the general theory of prices the last links in the price- 
determining nexus of causality are commonly called demand and 
supply. On the exchange market, however, where the articles 
changed against each other are all currencies, it would perhaps 
be more convenient to say with Henry Sidgwick that the proxi- 
mate causes of the determination of the rates of exchange are to 
be found in a reciprocal demand. 

In a treatise on the theory of valuation which I recently 
published in German?! I have drawn attention to the fact that 
human resolves provide important links in the determination of 
alleconomic events. Thus, the reciprocal demand in the exchange 
market can be considered as the result of a great number of human 
resolves to buy foreign money. Now, a human resolve is more or 
less free. Only in few cases can an individual decide wholly 
voluntarily. Perhaps the greatest number of his resolves are for 
the accomplishment of what has previously been decided upon. 
The resolves to buy foreign money do not form any exception 
from this general rule. The reciprocal demand on the exchange 
market can be divided into two chief groups according to its 
origin from forced or voluntary buyers. 

The forced demand will principally be carried out from the 
debtors bound to pay in foreign money. Their number is always 
increasing, as the web of international liabilities every year be- 
comes more and more widespread. Notonly persons and institutions 
bound to pay interest, annuities and instalments of foreign loans 
belong to this group, but also those unhappy States which are 
obliged to pay reparation tributes or war indemnities. A forced 
demand is also carried out from importers and investors who 
have bought commodities or securities abroad on a certain short 
credit, or at later delivery against cash, and from foreign borrowers 
who are compelled to take their loans home. In times when the 
exchanges are fluctuating, bear speculators bound to meet their 
sales must also be included among the forced demanders. Im- 
porters of absolute necessaries are nearly in the same position. 

In the general theory of prices we acknowledge the equivalence 
of supply and demand, or—more exactly expressed—the formal 
equivalence between the values interchanged. The rule has full 


1 Wilhelm Keilhau: Die Wertungslehre. Versuch einer exakten Beschreibung der 
6konomischen Grundbeziehungen.—Gustav Fischer (1923). 
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validity for the exchanges also. But there does not exist 
any corresponding equivalence between the forced demand for 
foreign and for national money. We may say that a heavily 
indebted country will have a negative balance in the forced demand 
for international means of payments, which must be counter- 
balanced by a corresponding greater voluntary demand for 
national money from foreigners. This is a highly important 
point. The indebted countries whose inhabitants must procure 
great values in foreign money will naturally have the weaker 
position in the struggle on the exchange market, and any event 
tending to diminish the voluntary demand for the national money 
will immediately influence the rates in an unfavourable direction. 
If the country nevertheless is able to maintain a gold standard 
its rates of foreign exchanges will often oscillate round the lower 
bullion point, and to avoid an exodus of gold it must generally 
keep comparatively high rates of discount and seek a foreign 
market for its best securities. If the country has not been able 
to keep up the gold system, but has resorted to a purely nominal 
standard, the corresponding effects of the predominance of the forced 
demand for foreign money will be that the prices of foreign moneys 
will lie above the purchasing power parities. Sooner or later such 
country will get what might be called a double price level, the 
prices of imported commodities and of commodities produced 
by imported raw materials being higher and the price of domestic 
articles being lower than the world prices. The national loss will 
be suffered partly by the labourers earning lower real wages than 
their comrades in other countries, partly by the business-men who 
must operate with a smaller margin between profit and discount. 

If, however, the economic conditions in a country are tolerably 
good its rates of foreign exchanges will chiefly be determined not 
by the forced but by the voluntary demand. This will chiefly 
arise from seven groups of buyers, four of them consisting of 
natives, three of them of foreigners. The former groups consist 
of importers buying abroad because they find it profitable, 
investors placing capital abroad, bull speculators buying foreign 
money to sell it again, and travellers going abroad. The latter 
groups are composed of foreign exporters and investors taking 
their profit home, and foreign borrowers transferring their loans. 

The voluntary demanders will only buy when they find it 
profitable. Their resolutions will be determined by their valua- 
tions. But each group of demanders will naturally value foreign 
money according to their own purposes. We could say that each 
individual demand is determined by the value-in-use of the foreign 
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money for the demander. For each such demander there might 
be constructed a separate parity, existing when the ratio between 
the exchanges will make it possible for the demander for equivalent 
exchange values of both currencies to obtain equivalent values- 
in-use in relation to his particular purposes. Not to diverge too 
much from the terminology of the current theory, we may use 
the expression that each individual demander has his own utility 
power parity. That parity, however, will not be determined by 
the same principles for all groups. To investors it will be a profit 
parity; as most international investors calculate with a bank 
interest, we find here the theoretical justification for the use of 
discount as an instrument in the exchange policy quite apart 
from its influence on the movements of the gold. To specialised 
importers it will be a parity between the values of the same 
commodities in the different countries. To all-round importers 
it will be a more general purchasing power equality. But it must 
be remembered that to an importer residing, for instance, in 
London, prevented from making use of German money in Germany, 
the parity cannot be defined in relation to the purchasing power 
of German money in Germany versus the purchasing power of 
British money in England; for him the value-in-use of German 
money must be measured through its purchasing power against 
German commodities bought c.if. British harbours. Whether 
any purchasing power parity calculated through a comparison 
of wholesale indexes constructed for other purposes may be taken 
as an approximate average of all individual utility power 
parities can hardly be decided upon through general principles ; 
it will—to use the expression of Mr. Keynes—‘‘ be more or less 
true according to circumstances.”’ 

If both currencies in question are stabilised in relation to 
gold, all individual valuations take, however, a very simple form. 
The reason is that gold can be used for paying debts, for buying 
commodities and for investing capital in any part of the world. 
It has an international value-in-use. Any demander, therefore, 
who is buying foreign money redeemable against gold, will be 
able to confine himself to a calculation of its ratio to the value 
of gold. In this simplification of the valuations will be found the 
chief argument for an international system of gold standards. 
It will be seen from this that, while the gold parities will not 
necessarily coincide with the purchasing power parities, they may 
be considered as a special form of utility power parities. 

If a currency is not stabilised against gold or another precious 
metal, it has no utility power outside of the country in which 
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it is the legal tender. Particularly during processes of inflation 
the valuations of the demanders, must, therefore, principally take 
into consideration the money policy of the country in question. 
Cassel’s theory, though unsatisfactory in itself, has no doubt 
contributed very much to a clearer understanding of this important 
fact. Its political mission has been greater than its scientific 
worth. 

It will be seen from this analysis that in all cases where the 
forced demand is not predominant the variations in the rates of 
exchange must be traced back to the various valuations of the 
different groups of voluntary demanders. Those valuations will 
also determine the balance of payments. The chief fault in the 
pre-war theory was the supposition that the balance of payments 
in its entirety influenced the exchange market. But only that 
part of the balance of payments which is transferred into a money 
other than that in which it was earned will ever be able to affect 
the exchange. However, how much foreign money earned by a 
country will be taken home, and how much money earned by 
foreigners in that country will be taken abroad, will entirely 
depend on the valuations of the owners, particularly on their 
calculation of the future market of exchanges. Thus, also, be- 
tween the balance of payments and the rates of exchanges the 
causal relation is reciprocal. 

A social law must be able not only to explain what has hap- 
pened, but also to forecast coming events. The criticism in this 
article will have sufficed to show that neither the pre-war con- 
ception of the balance of payments nor Cassel’s theory about the 
purchasing power parities can be considered as adequate for 
prediction. He who wishes to form an opinion about the future 
movements in the rates of exchange will have to find out as 
exactly as possible the volume of the reciprocal forced demand 
for foreign money, and with all his intuitive power he must try 
to grasp and understand the valuations of the voluntary 


demanders. 
WILHELM KEILHAU 
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NEW MEANS FOR THE MORE RAPID EXTINCTION OF 
THE BRITISH NATIONAL DEBT 


GREAT BritaIn is perhaps the only great European nation 
that has faced the problem of reducing the heavy burden of the 
National Debt left as a sad heritage by the War. When the War 
was over she resumed her traditional policy of amortising the 
debt, which had been suspended during the War. And so the 
National Debt, which on March 31, 1920, amounted to 
£7,856,600,000, on March 31, 1924, was reduced to £7,680,400,000. 
It appears to be reduced by about £176,000,000; but it has been 
observed that in reality the reduction in the period from 1920 till 
the present has been more notable, taking due account of the 
increase of the nominal value of the debt as the effect of the 
Conversion Loan at 34 per cent. And the Chancellor of the 
Exchequer, Mr. Snowden, in his speech in the House of Commons 
on April 29, 1924, calculated the reduction of the internal debt, 
from December 1919, at about £400,000,000 sterling, and the 
reduction of the total debt, external and internal, at more than 
£650,000,000. 

To the reduction of the debt, as is well known, is devoted 
the national surplus revenue, which amounted in 1920-21 to 
£230,000,000, in 1921-22 to £45,000,000, in 1922-23 to £101,000,000, 
in 1923-24 to £48,000,000. It may be pointed out, also, that 
there is a tendency in English financial policy to devote a diminish- 
ing portion of the surplus to the reduction of the debt. In the 
financial year 1922-23 Mr. Baldwin departed from the rule of 
devoting the entire surplus revenue to this purpose; as he used 
36 of the surplus 101 millions for the reduction of taxes, and only 
the difference of 65 millions to the reduction of the debt, and also 
fixed the plan of amortisation for 1923-24 at 45 millions. And it 
has been pointed out that if the Chancellor of the Exchequer, 
Mr. Snowden, had accepted fully this figure for amortisation and 
devoted to it the entire surplus realised, he would not have had 
anything left to use for the reduction of taxation. 

It is maintained by many in England that the dedication 
of the surplus revenue to the extinction of the National Debt is 
a financial canon well applied in normal times, but not practicable 
in times of industrial depression, and that it is applicable in its 
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entirety when the surplus is from 1 to 15 millions, and not when it 
passes this limit and reaches 40 or 100. The entire dedication 
of surplus revenue to the extinction of the debt is opposed in 
England by the industrial and commercial classes, who maintain 
that it is a better system to relieve taxation in a liberal and 
measured way, for the purpose of giving liberty of movement to 
business undertakings, providing for the payment of the debt 
by the maintenance of a limited Sinking Fund, which is all that 
can be asked from the nation in so difficult a time as the present. 

It is maintained by many, on the other hand, that the Sinking 
Fund system constitutes under present conditions a remedy quite 
inadequate to the evil represented by the enormous burden of 
the public debt. On a National Debt of the present dimensions, 
it is observed, a small Sinking Fund exercises practically no effect, 
while a large Sinking Fund would necessarily require a large 
increase in the yearly taxation. And besides, even a relatively 
large Sinking Fund would effect a comparatively small relief 
in the burden of the next twenty years. To reduce the interest 
by five millions a year it would be necessary to institute a Sinking 
Fund of a hundred millions a year, which would result in an 
increase, for example, on income tax of from five shillings to seven 
shillings in the pound, without any immediate prospect of bringing 
it back to the present level.* 

Many, therefore, in England have demanded as a much more 
effectual means of reducing, if not extinguishing, the war debt, 
a levy on capital. The capital levy was, it may be said, the 
electoral platform of the Labour Party in the General Election 
in November 1922, and in the following one, which brought this 
party into power. 

The Labour Party advocated the capital levy for the purpose 
of paying rapidly, by a special effort adequate to the present 
critical circumstances, a large proportion of the war debt, so as 
to permit of a permanent reduction of annual taxation and a 
permanent raising of the level of means of living.2 But the capital 
levy has encountered strong opposition in England, and the Labour 
Party, during the time it was in power, could not carry out their 
new scheme of taxation, which was an essential part of their 
programme, as they had not sufficient Parliamentary strength. 
So they confined themselves to the appointment of a Commission 
of Inquiry, formed by thirteen competent members, to ascertain 
the state of the public debt and the incidence of the taxation. 


1 Cf. H. Dalton, The Capital Levy Explained, p. 16, London, 1923. 
3 Ibid. 
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This commission was to fulfil the task of making the inquiries 
necessary for the preparation of the new means proposed for the 
extinction of the war debt. 

In the meantime, while awaiting the result of the labours 
of this Commission, there is still continued in England the ordinary 
system of devoting a part of the surplus revenue to the amortisa- 
tion of the debt—a system, to tell the truth, the efficacy of which 
must be admitted to be very limited. The amortisation of 
65 millions, as in the year 1922-23, or 45 millions as fixed for 
23-24, affects the reduction of the amount of the debt to the 
extent of less than 1 per cent., which appears almost nil as regards 
the reduction of the burden of taxation caused by the debt. 

The system of utilising the surplus revenue for the reduction 
of the debt is therefore, by itself, of little effect, and does not 
secure regularity in the process of amortisation.1 On the other 
hand, it does not seem probable that the proposed capital levy 
will be effected soon, as it meets with strong opposition, perhaps 
not unfounded, in England. In such circumstances, in order to 
effect a more rapid reduction of the debt, which is desirable and 
indeed necessary in order to give freer scope to the national 
finances, and to reduce the heavy burden of taxes, while giving 
greater impulse to the public expenditure devoted to the increase 
of the general well-being, it seems preferable to adopt the system 
of the Sinking Fund increased by a special and adequate fund— 
a system which might supplement that of the surplus revenue, 
which is in itself insufficient and irregular. 

Highly suited to reach this object would seem to be the 
proposal of Rignano, applied to fiscal purposes. This aims at 
taxing more substantially, in the succession duties, the part 
of the inheritance which has come to the deceased from another 
inheritance, than the part resulting from his own labour and 
economy; employing for the amortisation of the public debt, 
as Rignano proposes, the product of the larger duty established 
with regard to the part of the estate of the deceased which has 
come to him by preceding inheritance. 


Rignano’s project is known to English readers, as explained 
to them by himself,” and it has been taken up by several competent 


1 In England, from 1829 to 1899, the amortisation of the National Debt 
was suspended no less than twenty-nine times, and the surplus revenue was 
devoted to the reduction of taxation. Cf. my article: ‘‘ Un nouveau principe 
d’impét successoral pour amortir les dettes de guerre dans les pays ex-belli- 
gérants ” (in Scientia, July, 1923). 

2 See Rignano, ‘‘A Plea for a Greater Economic Democratisation’”’ (in 
Economio JOURNAL, September, 1919). 
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writers, such as Stamp, Clay, and especially Dalton, who has also 
proposed a modification of it. 

It will be well, however, to state briefly the contents and ends 
of this project. 

Rignano thinks that inheritance is the main cause of main- 
taining the division of society into the two opposite classes of 
holders of capital and workers without the implements indispens- 
able for their work, and that this is contrary to nature, because, 
by placing individuals in initial different conditions in the struggle 
for life, it causes the survival, not of the fittest, but of those who 
are artificially less inured to conflict. He therefore considers it 
necessary to limit the rights of property and inheritance in such a 
way as to leave the production of goods and the accumulation of 
new capital to private enterprise, and rather increase the stimulus 
to economy; but, on the other hand, to render possible the 
gradual passing over, through a continual automatic process, of 
certain goods and instruments of production, which are more 
than others adapted to be managed by public bodies, into the 
property of the State, without the need of recurring to violent 
revolutionary expropriation or to the system of indemnities. 

For this purpose Rignano proposes to use the succession 
duty, applying the principle of progression on a new basis, 
that is, according to the number of transmissions, by way of 
succession or donation, which the various portions of the estate 
have undergone before arriving at the deceased. 

Rignano’s proposal is that in very case of succession the 
estate of the deceased should be divided into three parts: that 
due to the work and savings of the deceased, on which the State 
should charge the present succession duty; that part which has 
already been transmitted, on which the State, as co-heir, would 
charge a duty of 50 per cent.; and finally that part which has 
been transmitted more than once, on which the State, as co-heir, 
should charge 100 per cent. 

By this system Rignano thinks there would be a greater 
stimulus to saving than on the present system of succession duty, 
as the heir would be encouraged to accumulate by the thought that 
all the sums he saved would go entire to his children (save what 
is due to the State for the ordinary succession duty), while what 
he has inherited will be half confiscated by the State if it has been 
transmitted once, and entirely if more than once. And he thinks 
that this may lead gradually to the actual nationalisation of 


1 See Stamp, Wealth and Taxable Capacity; Clay, Property and Inheritance; 
Dalton, The Inequality of Income, Principles of Public Finance, and The Capital 
Levy Explained. 
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capital, in full compatibility with the economic régime founded 
on private property. 

Rignano’s proposal has been made the subject of numerous 
criticisms as regards its social aspect, that is, as aiming at the 
substantial modification of the rights of property. But, on the 
other hand, even by the severest critics it has been acknowledged 
to be capable of financial application. 

Of this opinion is, for example, in Italy, Gini, who thinks 
that if the proposed reform be limited to a measure of a financial 
character, there is no good reason, after the first transmission, 
to treat in a different manner, according to the number of trans- 
missions, the property taken gratuitously ; that is, he thinks that 
it should be enough to distinguish in the succession duty between 
the fruits of saving effected by the testator and what he has 
previously inherited.? 

Dalton also, like Gini, would like to limit Rignano’s scheme 
to the differentiation between estate formed by the work and the 
savings of the deceased, and estate inherited by him.? 

Rignano in part agrees with his critics, as he owns that the 
complete fulfilment of his proposal presupposes the political 
preponderance of the proletariat, which has not yet been acquired, 
and he consequently presents, as capable of immediate application, 
what he calls a minimum project—that is, a project directed 
to financial purposes, which has not, therefore, the element of 
confiscation mentioned above, and confines itself to the differentia- 
tion between estate inherited by the deceased and that formed by 
his work and saving. Rignano recognises that through this 
minimum project the complete nationalisation of all private 
capital now existing could not be soon arrived at, but he thinks 
that there might be the beneficial effect of stimulating savings 
more than is done at present, owing to the combination of the 
principle of progressiveness in time with that of progressiveness 
according to the amount of the estate. And Rignano proposes 
that his reform, thus directed to fiscal purposes, should be applied 
especially to the extinction of national debts.* 


The minimum project of Rignano, as being a proposal of an 
exclusively financial character, escapes in great part the objections 
and criticisms put forward by many writers (including myself) 
against the maximum project. It is incontestable that the 
differentiation between wealth saved by the deceased and wealth 


1 Cf. Gini, in Scientia, August 1921. 
? Cf. Dalton, Inequality of Income, Part IV. chap. ix., x. ; and Public Finance, p. 92. 
3 Rignano, Pour une réforme socialiste du droit successoral. Paris, Rieder. 
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inherited by him would constitute a greater incitement to saving 
than is the existing system of succession duty. Once recognised 
the soundness of the principle of progressiveness in time, from the 
financial point of view, and therefore the utility of its introduction 
into the financial systems, it will also appear advisable to devote 
the increased duty on the inherited part of estates to the extinction 
of the National Debt. 

And once this principle is introduced into the system of 
British succession duty, the amortisation of the debt would be 
notably accelerated, and there would be an end of the inconveni- 
ences presented by the slow, irregular and inefficient system of 
surplus revenue when it is adopted by itself; while on the other 
hand the opposite inconveniences of capital levy would be avoided. 

The application of the principle in the system of British 
succession duties would not encounter any great difficulty, as it 
could easily be introduced into the estate duty, in which it would 
be co-ordinated with the principle of progressiveness according to 
the amount of the fortune transmitted by succession. At present 
the estate duty affects the entire inheritance before it is divided 
among the heirs, by a charge rising progressively from a minimum 
of 1 per cent. on fortunes above £100 but less than £500, to a 
maximum of 40 per cent. on fortunes above £2,000,000. If it 
were desired to introduce the principle proposed by Rignano, the 
distinction suggested might begin with inheritances exceeding 
£5000. That is to say, the present rates of estate duty could be 
left in force as regards that part of the total estate acquired by 
the work and the economy of the deceased, while the remainder, 
which had come to the deceased by a preceding inheritance or 
donation, could be subjected to heavier charges, and for this part 
a more rapidly progressing scale might be adopted, distributing 
the value of the inherited estate into a more limited number of 
groups. The following scale, for example, might be adopted :— 





Principal value of that part of the total 
inheritance which came to the deceased Rate per cent. 
by preceding inheritance or donation. 





Above £5,000 but under £15,000 15 
am 15,0 ms os 20,000 20 
.. 20,000 _—s="~», an 30,000 25 
5 30,000 _ =, Ne 60,000 30 
= 60,000 __i,, Fs 90,000 35 
= 90,000 __—=~, - 130,000 40 
+ 130,000 ,, a 180,000 45 
sg 180,000 __,, ss 250,000 50 
: 250,000 __—s—~, bes 400,000 55 
‘5 400,000 __,, ie 600,000 60 

600,000 __—sé,, » 1,000,000 65 
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It is not easy to determine what this larger duty would 
produce, as it cannot be known what part of the fortunes trans- 
mitted by inheritance is a result of the labour and economy 
of the deceased and how much is derived from preceding inheri- 
tance. It is, however, incontestable that by means of, these 
high rates a substantial revenue can be obtained, capable of 
effecting a more rapid extinction of the public debt. The rates 
proposed (which naturally are only given by way of suggestion) 
appear rather high, although not arriving at confiscation. But 
this severity—which would not be necessary in order to attain 
purely and simply the end of differentiating between wealth 
inherited by the deceased and wealth created by his labour 
and economy—becomes indispensable in order to arrive at the 
rapid extinction of the public debt. 

In view of the end aimed at by this larger tax on the part 
of the estate that had been inherited by the deceased—that is 
to say, the extinction of the public debt—it would be preferable 
that the payment should be made in kind. In other words, this 
special inheritance tax should be paid by means of public debt 
bonds (valued at a price somewhat above current Stock Exchange 
price), which should be destroyed; or through other securities— 
shares or debentures of industrial companies or other easily 
realisable securities. This principle has, in fact, been already 
in part accepted in English legislation: from 1919 the death 
duties can be paid in Victory Bonds; a bond of £100, which was 
issued at £85, being accepted at par. 

The payments made of this special succession duty upon 
the part of the total estate which had been inherited by the 
deceased should pass to the National Debt Commissioners, and 
when cash or cheques are received in payment, the amount of 
these should be invested in the War Loan or other forms of public 
debt, and the bonds destroyed; when payment is made in War 
Loan or other bonds of the public debt, these should simply be 
destroyed. If, on the other hand, securities of a different character 
are paid in, the National Debt Commissioners should preserve 
and administer them for the purpose of selling them on the best 
possible terms, then investing the proceeds in the purchase of 
public debt bonds, which should be destroyed; and until this sale 
is carried out, they should invest the interests or dividends on 
those private securities in the purchase and destruction of public 
debt bonds. 

These functions of administering the proceeds of this special 
succession duty which should have the exclusive ultimate purpose 
of destroying public debt bonds, should be entrusted, if not to the 
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National Debt Commissioners, to the trustees, who seem to 
constitute the organ already in existence which is best adapted 
to this purpose. 

It would be desirable that this duty should be paid promptly, 
for the purpose of accelerating the extinction of the debt. In 
special cases, however, a brief deferment of payment might be 
permitted, the debtors being required to pay interest on the 
deferred payments, at a rate higher than that paid by the Govern- 
ment on the public debt bonds. 

The proposal, therefore, seems perfectly applicable in England, 
where it would not lead to any serious practical difficulties : 
there it would not only be opportune at the present moment, 
when England is oppressed by the heavy burden of the National 
Debt, which is insufficiently and almost insensibly lightened by 
the system of the Sinking Fund, aided by the ordinary revenue 
surplus, but it would also be a very practical measure. There 
would be no need of creating new financial organisms or of 
introducing new systems of obtaining the necessary information, 
no need to find new taxable material; all that is needed is to 
introduce into the existing system of succession duties the principle 
of progressiveness in time, limited to the differentiation, by means 
of diversity in the rate of charges, between wealth inherited and 
that saved by the deceased. 

Nor should there be serious difficulty in effecting the dis- 
tinction, which should be purely quantitative, between the two 
parts of estates transmitted by succession, as it will be sufficient 
to compare the inheritance received by the deceased with that 
transmitted by him at his death. The variation in value which 
property undergoes in the course of time could be duly taken 
account of by means of a system of index-numbers. 


It cannot be doubted that the application of the Rignano 
project, even within the limits of a financial measure in accordance 
with the concrete suggestions I have given above, would bring 
n a large increase on the succession duties, and this would mean 
an increase in the pressure of taxation on the heirs. The question 
should therefore be considered whether—as some have objected— 
the effect of such increase would not be a hindrance rather than 
an incitement to saving. 

The preliminary observation may be made that the application 
of this reform, which would have the effect of increasing succession 
duties, would be on the line of a tendency to such increase which 
has manifested itself in almost all countries, especially Anglo- 
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Saxon countries. A contrast to this tendency is seen in the 
abolition, recently effected in Italy, of family succession duties. 
It may be noted, however, in this connection that this abolition 
has been considered very questionable even by those who advocated 
moderation in the duties, which had in Italy reached the point of 
confiscation; and that in any case the reform has been justified 
by the proved fact that the succession duty in Italy affected 
almost exclusively real estate, while in great measure it did not 
affect personal wealth, especially securities payable to bearer; 
for which reason it appeared, especially since the repeal of the 
law making it obligatory for securities to bear a name, an instru- 
ment of iniquitous taxation. 

In any case, to determine the effects of the proposed reform 
on saving and on increase of production in England, it must 
be remembered that the increased taxation would be confined 
to the portions of estates transmitted by succession which had 
been inherited by the deceased, and so far as this would bring 
about a more rapid extinction of the National Debt it would 
probably result in the productive investment of that wealth which 
was formerly invested in public debt bonds and paid back by the 
Government to its creditors. To be more exact, it should be said 
that if this larger succession duty is paid in public debt bonds, 
there would simply be an adjustment of accounts between the 
Government and the heirs possessing bonds; and there would not 
be in consequence any displacement of wealth productively 
employed. But if this special succession duty is paid with money 
already invested productively, there would be a transfer of capital 
from the hands of the heirs paying it to those of possessors of 
public debt bonds: the productive investment of certain funds 
formerly effected by the heirs would thenceforth be effected by 
the possessors of the public debt bonds. That is to say, there 
would be a simple displacement of capital, from which, however, 
might arise differences in its productiveness. It has been, in 
fact, observed that success in production depends largely on the 
energy and ability of those who manage the business; so that if 
the increased duty and the consequent extinction of the debt 
tended to transfer capital from those who are capable of investing 
it in the best way to those who are less capable, there would be 
a diminished production and an obstacle to saving. 

As, however, by means of this special succession duty capital 
would be taken away at the time when the estate of the deceased 
would pass to the heir, and when, therefore, there would cease 
to be exercised the capacity and ability to which in great measure 
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the success of the enterprise was owing, there is no special reason 
to suppose that the ability of the heirs who would succeed the 
deceased in the direction of the business would be greater than 
that of the holders of public debt bonds to whom the State would, 
by means of the amortisation, transfer the capital formerly 
invested by the deceased, which would now in consequence be 
invested by them. 

These considerations, moreover, affect only the capital 
that had been invested directly by the deceased—a case that 
cannot be called usual in modern business, especially in England. 
It has been clearly shown that one of the characteristic phenomena 
exhibited in the economics of the last century is the separation 
of the possession of capital from its use.1 That is to say, as a 
rule capital is not invested by those to whom it belongs: pro- 
prietary right tends more and more to confine itself to claiming 
money payment in return for granting the use of capital to those 
who have aptitude for investing it; thence the preponderance, 
especially in England, of Stock Exchange securities among the 
various forms of property. Business concerns, therefore, and 
especially joint-stock concerns, maintain their own existence 
independently of the deaths of shareholders; and in consequence 
of this normal factor of economic life no diminution of productivity 
need be feared from the displacement of wealth determined by 
the higher succession duty imposed for the extinction of the 
National Debt. For in substance the whole matter would be 
reduced to this: the State would, by means of the succession 
duty, come into possession of securities and shares formerly 
belonging to certain proprietors who as shareholders had no part 
in the management of the concern, and would sell them to other 
persons who would become the new shareholders, and as such 
would in the same way have no part in the management; pro- 
viding by the proceeds of these sales for the payment of part of 
the National Debt. And at the end of this process there would 
probably be a productive investment of wealth by the holders of 
the public debt bonds paid back by the State. 

But for the purpose of determining the effects of the proposed 
reform on savings it has still to be remembered that, in consequence 
of the increased succession duty and the corresponding gradual 
extinction of the debt, there is a displacement or altered distribu- 
tion of the burden of taxation. On the one hand there is a serious 
increase in the tax upon that part of inheritances which had been 
already inherited by the testators; but on the other hand, in so 


1 See Clay, Property and Inheritance, London, The New Way Series. 
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far as the amortisation determines a gradual reduction in the 
burden of interest, a lightening of other taxes is possible—those 
on incomes and on commodities. 

It remains to be considered whether income-tax is a greater 
obstacle to saving and the increase of production than would be 
the duty on the part of inheritances derived from preceding 
inheritances. If we compare’ the ordinary succession duties 
(that is, those actually in operation in the various States, which 
affect equally the different parts of estates inherited whatever 
may be their origin) with the taxes on income from the point of 
view of their effect on production, it is maintained by many that 
the former are preferable. It is, in fact, affirmed that when the 
payment of a succession duty is not insured against beforehand, 
an income-tax and a succession duty of the ordinary type, which 
produce equally, probably hinder saving to the same extent. But, 
on the other hand, considering the effects of the expectation of 
having to pay in future, it seems probable that saving is more 
reduced by the prospect of having to pay the income-tax year by 
year than by the more remote prospect of the succession duty 
having to be paid at an uncertain date.1_ To confirm this conclu- 
sion it is also to be observed that while the taxation of inheritances 
hardly disturbs the development of the economic activity of 
productive concerns, the taxation of income, by diminishing 
reserves, hinders their ulterior development. 

With regard to the application of the proposal of Rignano, 
however, the charge on successions would be much larger than the 
relief that could be granted on income-tax, as a result of the 
gradual reduction of the interest on the public debt. But as 
regards the pressure of taxation a sound judgment will be favour- 
able to the proposed taxation of successions. For on the one 
hand the special heavier taxation on wealth already inherited 
by the deceased, within purely fiscal limits, by determining the 
higher valuation of wealth saved than of that inherited, would 
produce an incitement and not a hindrance to saving ; and on the 
other hand there would be a further incitement to saving in the 
diminution of income-tax and taxes on commodities, which could 
be effected in consequence of the gradual liquidation of the debt. 
Thus the application of the project of Rignano to the extinction 
of the debt would constitute a double incitement to save and to 
increase production: first, by the higher valuation of wealth 
saved than of that inherited; and secondly, by diminishing the 
pressure of direct taxation. 


1 See Dalton, Public Finance, p. 90. 
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These considerations highly recommend the project of Rignano 
to Great Britain at the present moment. It would enable that 
great nation to give a more decided impulse to the amortisation 
of the National Debt. It is incontestably superior to the Sinking 
Fund system, helped out by the surplus revenue, which is strongly 
opposed by the classes of producers and consumers, who desire 
relief from fiscal burdens and contend for the benefit of surplus 
revenue; and it is, on the other hand, more practical than the 
capital levy and presents a smaller sum of inconveniences than 
this, which also is opposed by English public opinion: these 
circumstances make it immediately applicable. 

The National Debt constitutes to-day a very heavy burden 
even for the strong shoulders of Great Britain; and its substantial 
alleviation, by utilising for fiscal purposes the project of Rignano 
(that is, what he calls the minimum project), would ensure a 
progressively increasing advantage to English tax-payers and 
consumers. G. DE Francisct GERBINO 


Palermo University. 
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REVIEWS 


Studies in the Economics of Overhead Costs. By Joun MavuRIcr 
CxiarK, Professor of Political Economy, University of 
Chicago. (University of Chicago Press. December 1923. 
Pp. 502.) 


Tus work purports to be “largely inductive ” (Preface) ; 
yet “‘ to deal with a body of principle, not a series of disconnected 
problems ” (4861). It might be compared to an atlas which 
together with the general map of a kingdom contains maps of 
counties and districts on a smaller scale. To assist the reader 
in making use of this survey we prefix a sort of key-map showing 
the relations of the principal topics. In our view a foremost 
position is occupied by the principle of maximum, the tendency 
of the net earnings in a business to be as great as possible under 
existing circumstances. We define net earnings as the proceeds 
of sales less the cost of production. The proceeds consist of the 
quantity produced multiplied by the price of the commodity 
(supposing with our author a business turning out a single homo- 
geneous product); the cost of production is the sum of items, 
each consisting of the amount of a factor used in production 
multiplied by the price of that factor; and some allowance may 
have to be made for the difference between the times at which 
the cost is incurred and the payment is received. The net 
earnings are averaged over a period during which the system of 
factors planned by the entrepreneur (or Directorate) is conceived 
to operate. But the period during which a factor cannot be 
varied is not the same for all the factors; some may be treated 
as ‘‘ constant ” relatively to others which may be changed more 
frequently. The prices of the finished commodity and of the 
factors may vary during the periods for which the entrepreneur 
prescribes. The prices may be determined, not as in the simple 
case of perfect competition independently of the entrepreneur, 
but in part at least by him acting as a monopolist. 

The outline which we have submitted is now to be filled in 
with observations furnished by our author. His ‘‘ overhead 
costs ”’ correspond to the costs which we have noticed as relatively 
constant. He is well aware that with reference to long periods 
these costs are not really incapable of variation. Thus the 


1 The numerals within brackets refer to pages of the book reviewed. 
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generally received formula for railway costs—that half the 
operating expenses, and accordingly two-thirds of the total 
expenses, are constant—is shown by him to be true only with 
respect to monthly fluctuations of business (274). Let traffic 
increase to such an extent that heavier rails and more powerful 
locomotives are required; then some of the two-thirds will have 
to be treated as variable (113). No “ allocations” of cost by 
refined methods of accounting can be substituted for ‘“‘ a study 
of the actual changes in total cost produced by changes in output ” 
(194). The designer of a new plant (186) does not treat as pre- 
determined, but is free to prescribe, the magnitude of the factors 
pertaining to the long run, involving costs that are at a subsequent 
stage regarded as “ constant.” He is free to make mistakes; 
like the late Mr. Rogers who constructed a railroad with grades 
and curves almost eliminated, at a cost so great that even if there 
were no operating expenses the earnings would not suffice to cover 
the interest of the capital invested. The more and the less variable 
factors must of course fiteach other. For instance, corresponding 
to an assigned set of machines the machine tenders must not be so 
numerous that each would not be taking care of as many machines 
as he well might; nor yet so few that the machines would be 
idle for a considerable percentage of the time, waiting to be 
restarted by a tender (75). ‘‘ Somewhere between these two 
types of inefficiency there is a balance, a point of maximum 
economy” (76). The aim being the maximum of total net 
earnings during a certain period, the arrangements directed to 
that end may be such that sometimes, at a ‘‘ peak,” operations 
must be carried on at a dead loss. Probably most (American) 
railroads are losing money on their heaviest month’s business 
(284. Cp. 280). Often operations must be carried on which 
contribute to the net proceeds less than the business on the 
average is expected to yield. The “ capacity ”’ of the plant, in 
our author’s favourite phrase, is not fully utilised. To avoid the 
waste of “idle overhead’? he makes numerous interesting 
suggestions which unfortunately we are prevented by the want of 
space from noticing in detail (see 162 ef seg., 272, etc.). Dis- 
crimination, of which various methods are instanced (416 et seq.), 
generally increases net earnings, and sometimes proves beneficial 
to society (428). Discrimination is usually associated with 
monopoly. But our author maintains that “it is a natural 
result of overhead costs ’”’ (433. Cp. 421). It supposes indeed a 
general sentiment against “ spoiling the market ” (422), a con- 
ception which the author analyses with his usual elaboration 
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(439 et seq.). There is a tacit agreement not to resort to “ cut- 
throat competition ’’ which would be ruinous to each and all 
(435. Cp. 139). 

From the specimens which we have adduced it will be evident 
that our author’s work is not merely descriptive. He not only 
furnishes a set of maps, but also a guide-book pointing out paths 
new to many readers. We-leave to those who are better 
acquainted with the country under survey—to the political 
philosopher and the statesman who applies economic science—to 
pronounce on the practical value of the offered guidance. We 
would especially direct their attention to two topics on which 
Professor Maurice Clark speaks with special authority, Trans- 
portation and Business Cycles. He brings his doctrine of overhead 
costs to bear on the old issue between railways and waterways 
(311), and on the new issue, becoming serious in these days of 
motor-traffic, between railways and highways (307). Holding 
the balance between the principle of ‘‘ cost of service ” and that 
of ‘‘ charging what the traffic will bear,” he does not disapprove 
of such “‘ roundabout ”’ routes as may serve for overflow channels 
in times of great business activity (294). Seasonal “ peaks ”’ are 
more amenable to correctives than “ business cycles.” With 
reference to the latter evil Professor Clark reproduces the 
remarkable theorem which he put forward in an earlier writing 
(Journal of Political Economy, 1917) concerning the relation 
between the acceleration of consumers’ demand for finished 
products and the increase of output in the industries which supply 
capital equipment (390 et seq.). For instance, orders for railway 
“cars ”’ fluctuate far more than traffic; and they are at their 
highest not when traffic is largest but when it is growing fastest 
(194). Various remedies for the disorders due to this relation 
are considered by Professor Clark. The much-advertised 
panacea of perfectly steady prices is not recommended. ‘ Com- 
plete stabilisation of prices to the consumer is at least of doubtful 
wisdom, but stabilisation of producers’ prices is certainly a 
mistake’ (406). Another proposed remedy, lowering prices 
during a depression, is open to an objection which our author 
cites from an article by Professor Taussig (Quarterly Journal of 
Economics, May 1921). The reduction may merely lead the 
customer to wait for further reductions, and so have the reverse 
effect of what was intended (165). One of the most promising 
remedies, according to Professor Clark, is to use public works as 
reservoirs of employment and push them more rapidly when the 
volume of employment elsewhere is low (311, 410). There had 











248 THE ECONOMIC JOURNAL [JUNE 


doubtless not come under his notice Professor Macgregor’s 
article pointing out some difficulties in the way of that promising 
scheme (Economica, January 1923). Professor Clark, regarding 
the maintenance of the workman as an overhead cost, suggests 
that part of this burden should be borne by employers. They 
would thus have an incentive to do all in their power to avert 
crises (409). There is desiderated an economic organisation which 
would distribute the burden of this ‘‘ overhead ’”’ more evenly 
(411). 

We should be more disposed to take Professor Clark as our 
guide in this arduous region, and to follow the new paths which he 
indicates, if he had performed more to our satisfaction that part 
of his work which we have likened to a general map on a large 
scale. We can accept all his middle axioms; of which a good 
summary is given in the first section of the chapter on the “ laws 
of value and distribution.”” But we demur to the statement of 
first principles which is set forth in later sections of that chapter. 
For the principle of maximum which we regard as essential is 
set at naught by the doctrine that “‘ if all costs were variable . . . 
the sum of the marginal products of the different factors (each 
multiplied by the amount of the factor) would always equal the 
whole product ”’ (472. Cp. 470, 473). No doubt there is a 
point of view from which, the entrepreneur’s service being 
regarded as a factor of production and his remuneration as a por- 
tion of the cost, the above statement is admissible; and indeed 
with that understanding has been made by some of the greatest 
economists. But here, where we are considering an entrepreneur 
or Directorate marshalling the factors of production so as to 
realise the greatest possible difference between the produce of 
those factors and their cost, it would not be proper to treat that 
difference as an element of the subtrahend cost. Professor Clark’s 
own illustration will serve to illustrate our contention. ‘‘ Suppose 
100 acres of land, cultivated with 1,000 days’ labour per year and 
raising 20 bushels of wheat to the acre. Suppose cultivation has 
reached the normal stage of diminishing return for further 
application of labour to the land, and that accordingly 1,050 days’ 
labour per year on the same 100 acres would yield 2,060 bushels.”’ 
“But . . . suppose we have 1,050 days’ labour to spend on 100 
acres and are offered 5 acres of land. This would restore the 
original ‘ proportion of factors’ and the crop would then be 20 
bushels per acre again or 2,100 bushels in all” 1 (472). ‘ The 


1 Let F (2, y) be the output depending on the factors x, y employed in the 
best manner available. Let P be the price of the commodity produced (corrected 
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truth is that the marginal products of land and labour . . . are 
so related that the sum of the marginal products must equal the 
whole.” This proposition, reinforced by the “ proportion of 
factors ’’ (cp. 84), leads on to a second proposition, which Professor 
Clark seems disposed to accept at least in the case where there are 
no overhead costs : namely, that the relation between product and 
factors may be represented by the mathematical expression known 
as a ‘“‘ homogeneous function” (473). Those propositions seem 
contrary to common sense based on experience of physical and 
human nature. The second proposition implies that throughout 
the arts of production the relation between means and end can be 
represented by one and the same simple mathematical formula. 
Both the propositions imply that entrepreneurs seek to employ 
the factors of production in such wise as to leave for themselves 
no share of the product. 

Our criticism does not purport to be a reductio ad absurdum. 
It would be absurd to use such an argument against an author of 
Professor Maurice Clark’s calibre. Rather we regard his more 
abstract reasonings like those ‘‘ perspectives’? which, according 
to Shakespeare, “‘ rightly gazed upon ”—viewed from an ordinary 
obvious standpoint—‘‘ show nothing but confusion;” ‘“ eyed 
awry ’’—examined from some peculiar unusual point of view— 
‘“ distinguish form ’’—would no doubt present an intelligible 
meaning. The obscurities which we have noticed may at least 
serve to confirm the author’s advice to business men, that they 
might do well to omit the chapter dealing with marginal 
productivity (Preface). We are disposed to place in the same 
perhaps by the consideration that the payment is future); and let p,, p, be the 
prices of the factors respectively. The magnitude to be maximised is then 


PF (x, y) — pyx — p.y. Supposing perfect competition, in which P may be 
treated as fixed independently of the individual entrepreneur in the position of 
equilibrium (Sv) = p,5 p(E-)) = p, (where the outside brackets 
indicate partial differentiation); provided that in the neighbourhood of 
the resulting values for x and y the function F fulfils the conditions of a 
maximum. Those conditions are not fulfilled by the position indicated in the 
example; at which a step in the z direction is downward, while a step in the 
direction coupled with one in the y direction brings you to the original level. 
If F(x, y) is represented by the height, say Z, of a surface above the horizontal 
(or, better, above the sloping plane of which the height above the horizontal, 
say 2, = p,x + py), then Z — z, the net earnings, will not be a maximum; 
the surface will be saddle-shaped in that neighbourhood, not as it ought to 
be, dumpling-shaped. 

1 With respect to the first paradox see the present reviewer’s Collected Papers, 
Vol. I., p. 31 (a passage quoted by Professor Clark from the Quarterly Journal 
of Economics, 1904); with respect to the second paradox sce passages in the said 
Collection referred to in the Index, sub voce “‘ Entrepreneur’s remuneration not 
null.” 
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category, as “ perspectives,’’ many of the author’s explanations 
of abstract principles. Thus we could dispense with the “ law of 
proportion of factors ”’ (72 et seq.), the suggestion that in a normal 
state of industry “ a proportionate increase or decrease in all the 
products turned out carries with it a proportionate increase or 
decrease in costs” (84). We have seen what paradoxes the “ pro- 
portion of factors” led to in the case of land and labour applied 
to the production of wheat (472). Again, the meaning of ‘‘ diminish- 
ing returns’”’ appears to be needlessly restricted and obscured by 
defining it as referring to some factor or factors ‘‘ representing only 
a part [author’s italics] of the total expenses of production ” (70 
and context). We submit that much circumlocution and 
mystification might have been avoided by keeping in mind the 
conceptions appropriate to the mathematical theory of maxima 
and minima. But these reservations refer only to the author’s 
semi-mathematical reasoning, not to the less abstract observa- 
tions and reflections which emerge. Thus the paradoxical pro- 
position that “the sum of the marginal products of the factors 
equals the whole income of the business ”’ (474), leads up to the 
important truth which seems to be conveyed in the following 
statements: that “in dull times the concern pays its bond 
interest out of the marginal products of its variable factors of 
production ” (¢bid.), that ‘‘ when a concern protects its over- 
head and refuses to engage in ‘cut-throat competition’ it is 
paying labour less than its immediate marginal product ” (469). 
We should reach a similar conclusion starting from the less pre- 
cise, though perhaps more accurate, premiss: that the total 
cost of all the factors is intended by directing minds, and so 
tends, to be less than the whole income of the business. This 
tendency must encounter resistance, when overhead costs are 
heavy, if unrestricted competition acts. For in perfect com- 
petition the increment to income obtained by taking on the 
marginal increment of a variable factor is just equal to the cost 
of that marginal increment. But the price determined by this 
rule may well be such that the total income—the product multi- 
plied by that price—may not cover the total cost, that of the 
variable factors and the overhead, not to speak of profits. The 
rule, however, does not hold good in monopoly,! and is presumably 


1 In the symbols employed in note to p. 249 the net income of a monopolist 
is PF (x, y) — p,e — p,y; where P is no longer treated as constant, but as a 
function of F', being the price at which an assigned quantity of the finished 
commodity will be taken by the market. We have then for the determination 


of x the equation 
a) a(S) = 
P(ae)+¥ (ge) =P 
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relaxed in that semi-monopoly which our author well describes 
as prevalent in industries with overhead costs. Accordingly in 
such industries it is quite conceivable that a workman is not 
paid as much as by his work he adds to the income of the 
concern, as much as the firm would forgo if that man were to be 
withdrawn. This departure from the rule of pure competition 
is important, in view of modern theories of distributive justice 
and modern conditions of industry. While Professor John Bates 
Clark teaches that the ideal remuneration of labour is its marginal 
product, Professor John Maurice Clark finds that wages are 
commonly below that marginal product. 
F. Y. EpGEworTH 


The State Theory of Money. By Grora FRriepRicH Knapp. 
(London: Macmillan (on behalf of the Royal Economic 
Society). 1924. Pp. xviii + 306. Price 10s. 6d. net.) 


SINCE it appeared, twenty years ago, Prof. Knapp’s very 
remarkable book has taken its place in economic history. Its 
appearance in an English translation is something of an event. 
The book has deeply influenced German thought on monetary 
theory. It is sometimes said that Prof. Knapp made paper 
money respectable, and that some of the responsibility for the 
monetary outrages perpetrated by Germany and other countries 
since 1914 ought to be laid at his door. This accusation is, I 
think, unjust. Folly was hardly more conspicuous in the cur- 
rency policy of Germany than in that of Western European 
countries where he had little influence. If the penalties fell more 
heavily on Germany, that was her misfortune. 

The mistakes of Germany and other countries were not due 
to too much clear thinking. Prof. Knapp’s book is above all 
an aid to clear thinking. Even where his reasoning is fallacious 
(and his greatest admirers would not claim that he is infallible) 
he states what he means so boldly and unequivocally that criticism 





(with a like equation relating to y). Thus p,Az, the payment for a unit of labour 
is no longer equal to P($- ae, the addition to the entrepreneur’s income made 


by taking a marginal unit of labour, but to less than that increment, since (35) 


is negative. Likewise in semi-monopoly it is intelligible that the entrepreneur 
receives from the consumer of the marginal product in addition to the payment 
of the marginal labourer a certain “‘ oncost ’”’ which goes to payment of overhead 
costs and the remuneration of the entrepreneur. 

1 Distribution of Wealth referred to in the Economic JouRNAL, Vol. X., p. 537, 
and Vol. XVII., p. 537. 
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is facilitated. Such a book will always be of special value to 
students, who will find in it a corrective of much that they are 
taught to regard as orthodox. 

Prof. Knapp contrasts money properly so called with a precious 
metal used merely as an exchange commodity. The exchange 
commodity may be used as a means of payment, but if so, it is 
measured by weight (pensatory). The characteristic of money 
is payment by tale, and payment by tale requires pieces that are 
to be told, which must be defined by law. A “ legal non-pensatory 
means of payment ”’ Prof. Knapp defines as “ chartal”’ (one of 
the less forbidding of the many technical terms he has coined). 

He distinguishes two main divisions of chartal money, which 
he calls hylogenic and autogenic. <A “ hylic”’ metal (from which 
the former term is derived) is a metal which may be converted 
into money without limit (p. 61). It may be itself coined into 
money, or the State may issue money (e. g. paper or metal tokens) 
in exchange for it. By -onversion into money “ without limit ” 
Prof. Knapp does not mean conversion on demand for all comers, 
but merely without any express statutory limitation of quantity, 
such as the restriction in Germany of the subsidiary coinage to a 
certain amount per head of population. (Apparently, therefore, 
the English or American subsidiary coinage would be classed as 
hylogenic, though he speaks of silver being hylic in England as 
a thing of the past (p. 65).) 

Specie is that hylogenic money which is actually coined out 
of the hylic metal, the content of metal being in a prescribed 
proportion to the currency unit (pp. 62-8). Prof. Knapp points 
out that the use of specie money does not of itself fix the value 
of the currency in terms of the hylic metal. In order to do so, 
it is necessary to establish on the one hand free coinage, and on 
the other a regulation of least current weight (pp. 81-3). The 
latter he describes (p. 74) as “‘a relapse into the pensatory 
system.” The line between specie money so regulated, and 
coins which pass solely by weight, is a fine one, but the coin that 
passes by tale and is either fully valid, or, if below the limit of 
weight, is not valid at all, is clearly distinguishable from one 
that passes by weight whatever its weight may be. 

Hylogenic money other than specie is not actually coined out 
of the hylic metal, but is issued in exchange for it. In order that 
the value of the currency unit may be fixed in terms of the hylic 
metal, the State must undertake to buy and sell that metal for 
money on demand without limit. The gold certificates in the 
U.S. would seem to be an example. 
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Autogenic money includes both paper money and metallic 
money, issued otherwise than in exchange for a hylic metal. 

These distinctions (which are no more than an incomplete 
summary of Prof. Knapp’s analysis) lead up to a new aspect of 
the problem, a classification of money by function. He dis- 
tinguishes obligatory (legal tender) money from facultative, and 
convertible from definitive. “Facultative money includes State 
notes and Bank notes which are not legal tender. 

In addition he takes account of the administrative practice 
of the State. The State in making and receiving payments can 
give a preference to any particular kind or kinds of money, and 
no amount of study of coinage laws, legal tender laws and banking 
laws will reveal the true basis of the currency, unless account is 
taken of this power. The money to which the State gives a 
preference in making its own payments Prof. Knapp calls valuta 
money; other money he calls accessory. 

Valuta money is his most characteristic concept; it is the 
concept from which the title of the book is derived. ‘‘ A theory,” 
he says in his Preface, ‘‘ must be pushed to extremes, or it is 
valueless.”” He has not shrunk from pushing the theory of valuta 
to its logical consequences. And in doing so he has in reality 
been compelled to modify its original simplicity. 

Private individuals in the long run can only make payments 
in the media that they receive. A State is not ordinarily exempt 
from the same limitation, and can indeed only escape therefrom 
when it is meeting its liabilities with paper money freshly issued 
for the purpose. Paper money already in circulation, or issued 
by a bank separate from the State, is as much subject to the 
limitation as any other means of payment. 

Prof. Knapp is therefore led on to consider the case of a State 
which, after selecting a particular money to be valuta, finds that 
other (accessory) kinds of money are received by it and accumulate 
upon its hands. To apply his theory of valuta he is compelled 
to include a central bank of issue as one of the “State pay 
offices,” and the payments made by such a bank to its depositors 
and note-holders as payments by the State. If accessory money 
accumulates, it is in the vaults of the central bank; and to the 
central bank is entrusted the duty of maintaining an adequate 
reserve of valuta money, and making payments therefrom. 

Thus the State theory of money becomes a central bank 
theory of money. A central bank is undoubtedly an organ of 
the State in that it is a creature of the legislature. But it is not 
necessarily administratively a part of the State. 
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Prof. Knapp distinguishes changes of standard (7.e. of valuta 
money) which are “obstructional”’ from those which are 
“exactory.”” The former are those which are adopted to avoid 
an accumulation of accessory money (e.g. of the cheaper metal 
under a bimetallist system). The latter are pushed through in 
spite of any inconvenience from accumulation (p. 194). 

An obstructional change is one which arises out of some 
change of circumstances affecting the existing coinage or currency 
laws. An exactory change originates not in a change of circum- 
stances, but in a change of policy. The coinage and currency 
laws have to be adapted to it, and during the interval of adapta- 
tion accumulation may occur. 

A critic can hardly help asking whether Prof. Knapp has not 
attributed too much importance to his notion of valuta money. 
Is it not exceptional for either the State or even a central bank 
to try to exercise a preference in favour of any particular means 
of payment? An “ obstructional ” change of valuta is in reality 
simply the absence of a preference; it is a mere acquiescence in 
circumstances. And the circumstances are simply the exercise 
of preferences by people other than the State in making their 
payments. An exactory change is a possibility, and Prof. Knapp 
is quite right to adduce it as such, but it is an exceptional 
occurrence and is not fundamental in currency theory. 

Prof. Knapp devotes the concluding chapter of the English 
edition (a further chapter and some appendices have been omitted) 
to international currency relations. This chapter has less value 
than the others, in that it is dominated by the fallacious nineteenth- 
century doctrines of the foreign exchanges. According to Prof. 
Knapp the exchanges are determined “ pantopolically,” that is 
to say, by the balance of payments. He will not admit the 
relevance of the quantity theory or indeed of anything to do 
with the purchasing power of the currency unit. His explanation 
of the working of an increase in discount rates (pp. 259-261) is 
consequently summary and superficial. 

He regards dealings in foreign exchange as dealings in valuta 
money, “ which is the most important, and gives character to 
the monetary system” (p. 216). It would have been more 
accurate to follow the usual definition of writers on foreign 
exchange and to describe them as dealings in debts. What 
Prof. Knapp seeks to define as valuta money is, in fact, that 
money which is in practice used for actually paying debts, and 
which is therefore most closely related to the monetary unit of 
account. His masterly analysis of money in all its aspects might 
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perhaps have been simplified if he had given more prominence 


to this fundamental idea. 
R. G. Hawtrey 


Financial Reform. By Henry Hiaes,C.B. (London : Macmillan 
& Co. Pp. 91.) 


“THE study of national finance,” writes Mr. Henry Higgs 
towards the end of this stimulating book, “is something which 
is incumbent upon us all as citizens of this country, and it would 
be a patriotic act if we all registered a vow to enlighten ourselves 
fully upon our duties as citizens in respect of our understanding 
of the financial matters of the country. . . . The conclusion of 
the whole matter is that Financial Reform calls, like the dying 
Goethe, for ‘ Light! More Light !’” This is the theme of the 
whole book, which is based on four lectures delivered to the 
Institute of Bankers in London at the end of 1923. In Lectures 
I. and II. Mr. Higgs criticises, somewhat severely, the financial 
system of Great Britain. In Lecture III. he deals with taxation, 
and in the concluding lecture with currency and credit. The 
author has added an introductory chapter and also a Conclusion, 
so that ‘‘ the volume may be regarded as a political tract, using 
the word ‘ political’ to indicate what pertains to the art and 
science of government.” The criticisms of the author derive 
additional weight from the fact that he is no mere doctrinaire, 
but is also a retired Civil servant of H.M. Treasury. 

Mr. Higgs first points out that in his opinion the financial 
system of Great Britain is too complicated and too difficult for 
a single-handed Chancellor of the Exchequer to perform efficiently. 
He then shows that even Civil servants are not the paragons they 
ought to be, and thirdly, that the House of Commons has no real 
control. In these circumstances he puts forward several con- 
structive criticisms which merit detailed examination. 

In regard to the Finance Minister himself we had better quote 
the author’s own words, as it is necessary to be absolutely fair 
to the author. ‘If mankind is as indolent as it dares to be, 
Ministers of Finance are, in this respect, serious offenders. Con- 
scious of a precarious tenure of office, anxious to alarm the 
public as little as may be by innovation, and careful to offer the 
smallest possible target of criticism to their political opponents, 
they take a short view of finance, pursue an opportunist rather 
than an idealistic policy, and are satisfied to patch up the finances 
of the year by the smallest feasible adjustment. Before the Great 
War the financial circumstances and needs of the nation varied 
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comparatively slightly from year to year, and petty expedients 
sufficed to tide over the transitions. But the war has revolu- 
tionised the situation by rapid and violent changes, and the time 
has come to reconsider our financial problems and our financial 
methods.” It is difficult to obtain an expert Chancellor, since the 
Prime Minister’s choice is limited to a small number of members 
of the House of Commons on the Government benches. In 
support of his views, Mr. Higgs tells the story of Lord Randolph 
Churchill, who said to his private secretary, Mr. George Gleadowe 
of the Treasury, on examining a Customs revenue return which 
showed an increase of -34, not 34 per cent.: “‘ I have often seen 
those damned little dots before, but I never knew until now what 
they meant.’’ Mr. Gleadowe used to conclude this by saying, 
** And yet I am satisfied that Lord Randolph would have made an 
excellent Chancellor of the Exchequer, as Chancellors go.” It 
is doubtful whether Mr. Higgs does justice to a long line of 
Chancellors of the Exchequer, which includes the names of Pitt, 
Peel, Gladstone, and Disraeli. The recent utterances of Mr. 
Winston Churchill in the House of Commons on the subject of 
France’s external debts, which expressed the views of the country 
so admirably, hardly show the system to have broken down as 
the author of Financial Reform would have us believe. It is true 
that in the United States the President may select as Secretary 
of the Treasury any citizen provided he is not a Member of the 
Senate or the House of Representatives. If he should select a 
member of either House, that member must resign from Congress 
before becoming Secretary. But has the United States shown 
that this system is superior? Moreover, the Chancellor “ has 
the advantage of consulting people, of getting assistance and 
expert advice from all quarters ”’ (p. 14). 

The question may here be asked, “‘ Do not the Civil servants 
in the Treasury act as competent experts?” ‘‘ No,” says our 
author. The Civil Service is restricted for the most part to what 
may be termed the actuarial and administrative part of Revenue 
operations. The Chancellor may ask how much the yield would 
be affected by an increase or decrease of so much in a tax, but he 
makes up his Budget secretly, so that except for the Cabinet it 
is seldom known until the Budget is presented what exactly the 
Chancellor’s proposals are. Mr. Higgs believes, after forty years’ 
experience in the Civil Service, that the official requires more 
light. The Treasury officials he believes ‘‘ correspond more or 
less with a Board of Admiralty, the members of which have 
never been to sea, or an Army Council the members of which have 
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never been in the army.” He shows that Treasury officials are 
neither expected nor supposed to have anything to do with matters 
of high policy, such as the methods of raising taxation or of the 
objects of public expenditure. He also holds that the House of 
Commons is not well informed on the facts of finance, as the 
national balance sheet is incomplete. Mr. Higgs is somewhat 
over-severe when he says that should a financier by chance happen 
to be elected to the House, he usually treats it like a box at the 
opera, t. e. as a social distinction. Younger members interested 
in finance are discouraged from speaking frequently by the 
Whips, because speeches prolong discussion. He concludes that 
Parliament cannot and does not scrutinise estimates as it ought 
to do. 

The remedies proposed may be summarised briefly as follows : 
(1) ‘It should not be impossible for the Chancellor of the Exchequer 
now to be advised by a body on which bankers and representatives 
of the great industries of the country, employers and employed, 
should be represented, and that he should discuss with them, in 
confidence if you like, the proposals which he is going to make, 
before he introduces them into Parliament; ”’ (2) there should be 
in the Treasury an Inspector-General of Finance, ‘“‘ who should 
be charged with the sole duty of looking into public expenditure, 
of going where he likes, making what inquiries he thinks fit, and 
by means of statistical comparisons and microscopical examina- 
tions of samples to detect waste, irregularity, extravagance, mis- 
management, bad administration, lack of co-ordination, and all 
the other things which lead to increased charges upon the public 
purse; ”’ (3) the Treasury should set up an Intelligence Depart- 
ment or Bureau of Research capable of producing facts and 
figures as published in some other countries; and (4) Civil 
servants should receive special training in economics, statistics, 
finance, constitutional law and history, the art and science of 
civil and financial organisation and administration. 

The first of these remedies assumes that in the framing of 
the Budget the Chancellor of the Exchequer and the Cabinet are 
not advised by outsiders. Is this so? Does not Mr. Higgs in 
some degree minimise the use of the telephone, the power of the 
Press and the influence of trusted advisers of the Treasury in 
the City of London and elsewhere? The Treasury letter-bag 
contains correspondence from many quarters, and it may be said, 
without fear of contradiction, that the Chancellor of the Exchequer 
is in closer touch with City opinion than is generally recognised. 
The working of an Economic Council, similar, for example, to 
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that of the Federal Economic Council in the German Reich 
(which consists of 326 members nominated by ten groups), might 
mean serious delay. Moreover, there would be an absence of 
secrecy so vital for the preparation of the Budget. The second 
proposal, the appointment of an Inspector-General of Finance, 
is very attractive. One officer like this might do much good, 
and the recent experience of the League of Nations shows what 
can be effected by one officer, like, for example, the Director of 
the Economic and Financial Section of the League Secretariat. 
There are in the British Treasury a Controller of Finance, a Con- 
troller of Establishments, and a Controller of Supply Services, 
and it is presumed the duties of the proposed Inspector-General 
would not in any way clash with theirs. The third proposal would 
lead to an improvement in the facts and figures on public finance. 
There is at the moment a Director of Financial Inquiries under 
the Controller of Finance who deals with economic and financial 
inquiries. Mr. Higg’s proposal, however, is to have a separate 
division of the Treasury devoted to this all-important work. Mr. 
Higg’s proposal appears to be one that merits the most careful 
consideration. Budget speeches, answers to important questions 
in the House, translations of important revenue laws in other 
countries, etc., would be undertaken, and perhaps it might be 
possible to bring the whole of the accounts into one balance sheet 
based upon function (as in the United States) and not merely 
upon departments. It might also be advisable to do away with 
the present division of public expenditure into Consolidated Fund 
Services and Supply Services. The fourth remedy may be 
compared with what is in vogue in the navy and in the army, 
where there is a Staff College and General Staff. From the 
products of these Staff Colleges is recruited the General Staff, 
the brain of the navy and army. 

Lecture III., on taxation, is a plea in favour of taxation based 
on financial capacity which in turn (he holds) can only be gauged 
by net income and net capital together. In preference to indirect 
taxation, especially luxury taxes (to which he is opposed), he 
would aim at direct taxation adjusted to net income and net 
capital. He approves of a small annual charge in respect of 
ownership of capital. Direct taxation adjusted to net income and 
net capital Mr. Higgs regards as the ideal to which democracy 
must march. This may be in Great Britain, but it is certainly 
not a general proposition applicable say to India and the 
Dominions. In some countries, as in Switzerland, supplementary 
revenue is to be derived not so much from direct as from indirect 








EE ee ol 


“ 


Aw 


SS OQ —o—>EES UU 


_—— = 





1925] HIGGS: FINANCIAL REFORM 259 


taxation. The taxation of alcohol in Switzerland to-day is about 
one-fourth of what it is in France and Great Britain per head of 
population. From tobacco the taxation per head is one-fourteenth 
that of France and Great Britain. The Swiss national income 
is as high as £60 per head of population. Opposition to luxury 
taxes should not be based on the ground that they are not a de- 
terrent on wasteful expenditure. The financier has to look to 
the characteristics of the tax as a whole, especially to the produc- 
tivity of the tax. It is doubtful whether Mr. Higgs’s remark that 
“the time has come for some more rational method than the estate 
duty’ would be accepted. The effects of the tax are not quite so 
bad as is sometimes said, and the Treasury is now able to budget 
from year to year with a fair amount of accuracy the proceeds of 
estate duties. A tax on capital has been tried (not without suecess) 
in Holland, Germany and Sweden. In Sweden the taxable 
income is increased by one-sixtieth of the capital and it is working 
satisfactorily. It would not, we think, be wise to overhaul the 
taxation system of Great Britain in this way. A judicious 
blending of direct and indirect taxation is, all things considered, 
preferable. Nevertheless, as Mr. Higgs notes, taxable capacity 
and the effect of the various taxes should be watched. 

Space will not permit of the examination, except in the briefest 
possible manner, of the third main topic of these lectures— 
currency and credit. Had the book been on “ Public Finance,” 
and not on the more general question, “‘ Financial Reform,” 
we should have considered this question as outside the subject- 
matter of the lectures. Currency and credit belong to economics 
and to that part of economics—banking. Mr. Higgs shows the 
importance of stability in a country’s currency. Without 
stabilisation a Budget cannot be ordinarily balanced, and without 
a balanced Budget a currency cannot be stabilised. The author 
thinks that the Bank of England merely assists in carrying out 
the actual operations of loans and in advising the Government on 
what conditions it can borrow. We wonder if this is an accurate 
description of the present degree of contact between the Bank 
and the Treasury. Mr. Higgs does not refer in detail to Professor 
Irving Fisher’s “ideal index-number ” owing to want of space. 
He is not in sympathy with those who contend that the Bank of 
England could regulate prices by variations in credit and the rate 
of discount. ‘That theory,” he says, “appears to be what the 
French call trop simpliste—too simplified. It omits the consider- 
ation of many complex factors, some of them small in them- 


selves, but as important as the element of friction in engineering.” 
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The construction of an index-number suitable for this purpose is, 
we think, almost an insuperable difficulty. 

Mr. Higgs’s book is a timely reminder that the financial 
armoury of a country requires refurbishing from time to time, 
but, it is needlees to add, this cannot be done with a Turk’s-head 
mop. Credit is a delicate piece of furniture. The constructive 
criticisms of an ex-Treasury official who is also a close student 
of financial affairs shows that an inquiry into the financial system 
of even Great Britain may be advisable. The author of Financial 
Reform is on sure ground when he criticises the financial control 
of Parliament. A Budget Committee of the House of Commons, 
similar to that in France or to the Fourth Committee of the League 
of Nations, would certainly be a step in the right direction. 
Officials of the League and of the International Labour Office 
have to justify proposed expenditure in a way that they would 
not be asked to do before any Committee in England. Other 
attractive suggestions, as already noted, are the proposed Inspector- 
General of Finance and the formation of an Intelligence Depart- 
ment or Bureau in H.M. Treasury. Mr. Higgs believes that the 
Universities should do more. ‘“ This light, so much needed by the 
Cabinet and the Chancellor, the House of Commons and the Civil 
Service, and by the people at large, whence is it to come? It 
should radiate from the higher centres of learning—the Univer- 
sities—but must first be installed there. As a young man the 
present writer was compelled to enter himself at the University 
of Berlin to study Finance under Adolf Wagner, and to go to 
Paris to attend the lectures of Paul Leroy Beaulieu, because he 
was unable to find a teacher of Finance in this country. With the 
remarkable exception of the London School of Economics things 
are not much better here now in this respect than they were 
thirty or forty years ago.” He regrets that Cambridge and 
Oxford have each still but one Professor of Economics and no 
Professor of Finance. G. Fiypiay Sarrras 


Studies in Current Problems in Finance and Government. By 
Sir Jostan Stamp, G.B.E., D.Sc. (P. S. King and Son. 
1924. 10s. 6d.) 


Smr Josi1au Stamp, theorist and practician, savant and man 
of affairs, is in the great English tradition; and the appearance 
of another of those sober volumes in which at fairly frequent 
intervals he embodies the bye-products of his portentous industry 
is an event of importance in the economic world. We are 
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informed in the preface that some of these studies have been 
reprinted owing to the importunity of correspondents, others 
because the author himself sets store by their message. We are 
left to make the division for ourselves, and there is risk of error; 
but if I were the father of this blooming family of twelve, it is, I 
think, over the careers of Nos. I. and III. that I should indulge in 
the fondest hopes. The former is an appeal to professional 
accountants to play the part which they alone can play in clothing 
the skeleton of economic theory with the flesh and blood of 
ascertained fact. In the latter he invests with new point and 
freshness the well-worn theme of the contrast between business 
enterprise and Governmental administration, laying stress on the 
special obligation which rests upon the latter to achieve consistency 
or uniformity in the exercise of its functions. But most of the 
other children too are full of health and vigour. In his long and 
intricate discussion of the capital levy, Sir Josiah Stamp speaks 
what most people will probably now be content to regard as the 
last word on the difficulties of valuation and on the probable 
automatic effects of a given levy in diminishing the future yields 
of given rates of taxation. In his advocacy of an index of pro- 
duction, he makes the interesting suggestion that “a certain 
number of firms in every industry should render a voluntary 
return to the Statistical Department of the Board of Trade every 
quarter,” the resulting sample being subjected to correction at 
longer intervals in the light of each successive census of production. 
In his lecture on rent restriction he argues forcibly that where 
wages are regulated on a cost of living basis, the burden imposed 
on landlords benefits the community as a whole rather than the 
working-class tenants. Other authoritative studies deal with 
profits and wages, double taxation, and direct and indirect 
taxation; and the volume closes with a welcome reprint of the 
author’s classic paper on the Wealth and Income of the Chief 
Powers in 1914. 

It would need a rash reviewer to join issue with Sir Josiah 
Stamp on matters in which statistical expertness or practical 
wisdom are at stake; but on one or two points of pure theory 
there is room, I think, for difference of opinion. It is surely not 
in accordance with received English doctrine to suggest, as the 
author seems to suggest on p. 19, that price must cover the costs 
of those firms which are “ marginal ”’ in respect of human advan- 
tages (‘‘excessive salaries, less efficient machinery, etc.’’), as 
well as in respect of natural situation. On p. 219 Sir Josiah seems 
to imply that the desirability of progressive taxation follows 
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directly from a combination of the doctrines of equal sacrifice 
and the diminishing utility of income: whereas, in fact, either the 
subtler doctrine of “ equi-proportional sacrifice ” or a particular 
view about the rate at which the utility of income diminishes is 
needed. But possibly here, as I think in some other places, the 
preservation of the oral form in which many of the studies were 
first embodied militates against perfect lucidity and elegance of 
expression. 

The uncompromising statement (p. 79) that “ Taxation spent 
on armies and navies is therefore in a class by itself for economic 
loss, quite different from all other Government expenditure,” 
seems to be true only on the rather peculiar assumption made in 
the context, that the political and psychological difficulties of 
disarmament have been solved, while human nature remains 
unregenerate in all other respects. From suitable premisses we 
could equally well argue that ‘‘ taxation spent on policemen, and 
on Inland Revenue experts to frustrate tax-evasion, is in a class 
by itself for economic loss.’”” Nor will everyone agree with the 
author (p. 138) that the services of War Loan holders can be con- 
fidently excluded from the national income on theoretical grounds. 
This seems to be one of those dilemmas to which there is no 
theoretically water-tight solution, but which need cause no 
trouble to anyone who is prepared to deal appropriately with the 
difficulties involved on each several occasion that they arise. 

D. H. RoBertson 


The Science of Public Finance. By G. Finpuay Sairras. 
(London : Macmillan and Co., Limited. 1924. Pp. viii + 
677. 21s.) 


ProFessoR BasTABLE issued the last edition of his Public 
Finance in 1903. For twenty years it has remained the standard 
text-book on the subject in English. But even before the War 
large sections of it were already out of date, both in matter and 
in spirit. After the War, the need grew still more urgent for 
some work which should reconsider the Principles of Public 
Finance in relation to the numerous and important changes, 
manifest in financial theory, financial policy and financial adminis- 
tration. It seemed as if this need was to remain for ever un- 
satisfied. But at last the long-delayed attempt has been made, 
and made with every prospect of success. Mr. Shirras has pro- 
duced a work which, at the present time, has no dangerous rival 
to fear and may, indeed, be recognised for long in the future as 
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the standard text-book on Public Finance. The accuracy, the 
abundance and the variety of the information which Mr. Shirras 
has gathered from sources not always easily accessible, must place 
all students of the subject deeply in his debt. Thanks to Mr. 
Shirras, we now possess in English a comparative study of recent 
developments in financial theory and policy which, for breadth 
and completeness of treatment, is not unworthy to rank with the 
great continental treatises. 

Mr. Shirras’s book is perhaps most stimulating and most 
serviceable in those descriptive sections which compare, with an 
almost rank luxuriance of detail, the financial measures and the 
financial administration of different countries. Moreover, these 
sections make available to the student a clear, discriminating and 
compact presentation of the interesting and significant features 
buried in the mass of Blue Books which have accumulated (in 
various languages) round questions of Public Finance since 1903. 
Nor does Mr. Shirras make the mistake—common to financial 
writers—of ignoring the significance of the past. Among the 
descriptive and historical sections worthy of special mention are 
the following: the account of Central, Provincial and Local 
Expenditure (Book II.); the exhaustive chapters on the Land 
Tax and the machinery and evolution of the Income Tax and the 
Death Duties (Book III.); the History of the Public Debt (Book 
IV.); the chapters on Financial Administration (Book V.). 
Attention should be directed, too, to the many sections dealing 
minutely and at great length with Indian Finance—the disjecta 
membra of a separate volume which might, with little addition, 
be published under the title ‘“‘ Public Finance in India.” 

Three points may be emphasised, in which Mr. Shirras’s book 
is superior to any which has preceded it. Mr. Shirras has offered 
us the most comprehensive and elaborate consideration of ‘‘ Public 
Expenditure ” with which I am acquainted in English. This is a 
branch of Public Finance which must attract increasing attention, 
now that the State has definitely adopted a constructive industrial 
and commercial policy—a new and, let us hope, more scientific 
brand of eighteenth-century Mercantilism. The chapters on Public 
Expenditure (Book II.) arenoteworthy for a commendable attempt 
to treat, with some exactitude, the relation between Public 
Expenditure and National Income, and for an interesting dis- 
cussion of the scope, growth and theory of Capital Expenditure. 
Secondly, in no other general text-book of Public Finance have 
I found a more detailed and instructive examination of the intri- 
eate problems, ‘‘ Double Taxation,” “‘ Taxable Capacity’ and 
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_ The Burden of Taxation,” than that submitted by Mr. Shirras 
in Book III. (Public Revenue). Lastly, Mr. Shirras has sought 
to impress upon the reader the intimate connection between Public 
Finance and the progress of statistical technique. In addition 
to numerous tables, incorporated in the text, there is a Statistical 
Appendix of forty-five pages, concerned with questions such as 
** The Finance and Commerce of Various Countries,” ‘‘ The Growth 
of Expenditure, allowing for Prices in Various Countries.”’ There 
are, too, detailed tables relating to the Public Finance of India. 

The arrangement of the embarrassing wealth of material 
which Mr. Shirras has amassed leaves little to be desired in point 
of clearness and convenience. The book, too, is readable, being 
enlivened by the introduction of epigrams, extracts from letters, 
and quotations from Parliamentary debates; occasionally it is 
enlivened by an unintentional mixture of metaphors (cf. pp. 17 
and 488). There are many misprints and a few omissions of 
words. Loose writing is not uncommon (cf. pp. 115, 161, 203, 
346). 

In considering Mr. Shirras’s work as a whole, I feel that his 
main strength lies on the realistic side of his subject. He is less 
successful in correlating and expounding the essentials of other 
people’s thoughts than in compiling and marshalling other people’s 
facts. He shows, too, little trace of independent judgment or of 
original and acute analysis. The theoretical portions of the 
Science of Public Finance are, thus, less valuable than the descrip- 
tive. I do not think, however, that they are less valuable than 
the corresponding portions in the old text-books. Yet the 
explanation both of terms and theories cannot always be com- 
mended for clearness. In a work of this kind it is a mistake to 
leave the reader to disentangle the meaning of a new term from 
a mass of often bewildering details or indirect references. 

Mr. Shirras’s conclusions about complex questions, which may 
admit of conflicting opinions, are sometimes too sweeping. We 
have, for instance (p. 167), the statement, unsupported byevidence, 
that ‘‘ Experience in recent years has shown that... the 
application of the progressive principle has never been allowed to 
increase to the point at which the desire to develop industry is 
imperilled or the accumulation of capital retarded.”’ Occasionally 
Mr. Shirras sees only one side. Consider, for instance, his reference 
(p. 461) to the system of percentage grants to local expenditure. 
He quotes with approval a long passage from the Geddes Com- 
mittee’s Report, recommending its abolition and the adoption of 
a block grant system, but leaves the matter there. He says 
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nothing about the very serious objections to the block grant 
system—the difficulty of finding a basis of computation, which 
would be equitable throughout the country, and the necessity 
of constantly varying such a basis (if fixed) to meet the exceptional 
circumstances which must arise from time to time. 

Some of the theoretical sections would seem to have been 
huddled together in a hurry. 

There are certain passages, for instance, which are obviously 
adapted, with slight verbal alterations and the omission of an 
occasional sentence, from Dr. Dalton’s Public Finance. In sub- 
sequent editions it would be advisable to refer readers to the place 
of origin or else to omit the passages—they are none of them of 
any considerable importance. The passages are: paragraph 11, 
p. 38, added as an afterthought to the chapter on ‘‘ Characteristics 
of Public Expenditure ” (Dr. Dalton, chap. iii. § 5, p. 20, and 
chap. xvi. § 1, p. 154); the passage on p. 190, beginning “ Not 
a few writers . . .”’ and continuing to the close of the section 
(Dr. Dalton, pp. 67-8); the passage on p. 181, beginning ‘“‘ The 
total direct money burden . . .” and continuing for 15 lines (Dr. 
Dalton, pp. 50-1). 

It is perhaps ungracious in the case of a work which covers so 
much ground, and upon which such care and industry have been 
lavished, but I should like to draw attention to a few omissions 
and a few small flaws in reasoning. 

In chapter viii. Mr. Shirras deals with expenditure on English 
Poor Relief, Old Age Pensions, Unemployment Insurance, etc. He 
says nothing about (1) the peculiar relation which the events of 
recent years have established between Poor Relief and the other 
social services; (2) the necessity for the whole expenditure 
(central and local) out of public funds on Public Assistance being 
so accounted for that it can be kept under continuous observation 
in total as well as in detail. On p. 168, in the section on “ Pro- 
gression and the Nature of Income,” nothing is said about differ- 
entiation between equal incomes received by people in different 
economic situations. In the section, ‘‘ The Incidence of Taxation 
on Commodities ” (p. 190), the significance should be noted of the 
three conditions under which the commodity taxed may be pro- 
duced. In the chapter on the history of the Income Tax (p. 241), 
the application of the tax to Ireland by Mr. Gladstone in 1853 
was worth mentioning. Peel’s Act of 1842 did not extend to 
Ireland, the repeal of the Assessed Taxes in Ireland in 1823 having 
abolished the machinery for assessment and collection. On 
p. 318, only one sentence is devoted to the Succession Duty in 
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Germany, and that sentence is misleading. ‘In Germany,” 
says Mr. Shirras, “‘ practically all States levy succession duties.”’ 
But to-day the States are forbidden to levy such duties. The 
Reich levies them and assigns the States their proper quotas. 
I should like to make three points with regard to Mr. Shirras’s 
examination of the characteristics of external and internal public 
debts (p. 475). (1) He seems to have had in mind (in the case of 
the external public debts) solely the case of a relatively undeveloped 
debtor country. (2) He might have explained clearly, and not 
merely implied, one difference—rather important in the light 
of recent events—between the paying of internal and external 
debts. A government can discharge debt to its own nationals in 
the money raised by imposing taxation in excess of what is 
required to meet ordinary expenditure. But the surplus money 
derived from taxation can be used only to a small extent in the 
payment of an external debt. (3) Mr. Shirras deals at some length 
(p. 484) with the direct burden of an internal public debt, but does 
not seem to have realised adequately the importance of the 
indirect burden, namely, the extent to which the taxation necessary 
to meet the interest charges may hamper production or curtail 
necessary social expenditure. He mentions it casually as being 
one of the questions likely to occupy the attention of the Colwyn 
Committee. No attempt is made to explore it. In dealing with 
control over national expenditure (Book V.) Mr. Shirras confines 
himself exclusively to the methods by which the House of Com- 
mons ensures that its appropriations are properly utilised, what 
one might call “ formal control.”’ 

Attention might be drawn to a slight blemish in one of the 
Historical sections. The early history of the English customs 
and subsidies is a thorny subject to handle, and Mr. Shirras’s 
summary statement (p. 350) that “‘ Tunnage and Poundage were 
levied from the time of Edward I (1302) for life”? might lead 
students astray. 

There are a few small flaws in reasoning. On p. 34 Mr. Shirras 
says: ‘‘ Another characteristic of Public Expenditure is its 
compulsory character,” and refers to the Austinian Theory of 
Sovereignty. But the fact that the State obtains its resources 
for meeting public expenditure, if necessary, by compulsion belongs 
appropriately to a discussion, not of ‘‘ Public Expenditure,” but 
of “Public Revenue” or ‘The Public Economy.”’ Public 
Expenditure may, of course, be called compulsory in the sense 
that the State is forced to make some provision for National 
Defence, etc., etc., but this is not what Mr. Shirras means. On 
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p. 164 Mr. Shirras says: “if the law of Bernoulli be assumed . . . 
the principle of Minimum Sacrifice leads . . . to somewhat 
steeply progressive taxation. ...” But for the principle of 
Minimum Sacrifice (as Professor Edgeworth has pointed out) it 
is necessary to assume only what is universally admitted, namely, 
that utility does not increase proportionately to means. In dealing 
with “ Taxation of Surplus ”’ (p. 327), Mr. Shirras says: “ It is 
generally recognised as fair to tax that part of an individual’s 
income which is not the result of any useful economic effort on his 
part, without interfering with production.” This is to amalga- 
mate two arguments for the Taxation of Surplus which are 
essentially distinct—the one is concerned with the equity of such 
taxation, the other with its effects on production. On p. 331, 
“The Taxation of Unearned Increment,’ Mr. Shirras says : 
“ There is nothing unfair in imposing a special tax on an increase 
of wealth due. ... to a stroke of good fortune.” But the 
strength (such as it is) of the argument against which Mr. Shirras 
is contending does not rest on the unfairness of taxing an increase 
of wealth due to good fortune. It rests on the unfairness of taxing 
one special form of such increase. 

Mr. Shirras is to be congratulated on the successful accom- 
plishment of a task which it must have required no small courage 
and energy to undertake and no small endurance to carry through. 
His text-book will certainly supersede any other which has 
appeared on Public Finance in the English language. 

J. LEMBERGER 


A National System of Taxation. By A. RaMarya, M.A. (Madura. 
1924. Pp. 252.) 

Tue author modestly disclaims the possession of any expert 
knowledge of economics, finance, or politics, but as regards the 
first he has evidently made himself familiar with works of 
authority. After a discussion of the theory of taxation he 
applies the conclusions to the fiscal problems of India. His 
sympathies are wholly with those who seek a remedy for existing 
evils in Socialism. He realises that the carrying out of the full 
programme is dependent on a great change of moral standards. 
But he evidently would welcome a rapid advance along a path 
which India is certainly at present unfitted to tread. 

Like Professor Bastable, he first deals with non-tax sources 
of revenue, but he arrives at widely different conclusions. He 
is sanguine enough to believe that it is possible for a State “ under 
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wise administration to meet the whole of its outlay ” in this way 
(p. 56). He advocates the gradual expropriation of all land- 
owners on payment of the market value of their lands. His 
arguments are unconvincing, and as regards India he does not 
seem fully to understand the position (p. 4). All rulers of India, 
including ourselves, have conserved in a very unusual degree the 
rights of the State in the soil. Imitating its predecessors, the 
British Government began by claiming nearly the whole (90 per 
cent.) of the rent. By gradually reducing its claim to 50 per cent. 
it made subordinate rights in the land valuable. But, except in 
Bengal and a few other tracts where a permanent settlement 
was foolishly made, it has never destroyed its own title. It 
revises its land revenue settlements every thirty years, and 
thus can secure the advantages the writer claims for State 
ownership. Theoretically it could again raise the standard of 
assessment, but whether it should face the unpopularity involved 
is another question. The State owns the minerals except in 
tracts under permanent settlement, and has very extensive 
rights in the forests. 

Mr. Ramaiya also advocates a large extension of State and 
municipal industries. The old bureaucracy managed with fair 
success posts and railways, the operations of which can be largely 
standardised, and its successors may do the same. But the 
former was not, and the latter will be still less, fitted for the 
superintendence of industrial undertakings. Apart from general 
objections to municipal trading, its success presupposes a degree 
of public spirit in the commissioners and integrity in the staff, 
and a vigilance of public opinion, which are lacking in most 
Indian towns. In many places it is difficult to get the electors 
to record their votes. 

As regards distribution of taxation, Mr. Ramaiya, starting 
with the duty of the State to promote the happiness of the 
greatest number and to exact the minimum of sacrifice, properly 
lays stress on the law of diminishing returns of satisfaction from 
increments of wealth after enough has been secured to provide a 
moderate degree of comfort. He is justified in drawing the 
conclusion that taxation should be progressive and that the 
“minimum of subsistence’ should be exempted. He quotes 
Professor Pigou in support of his views on the first, but the passage 
deals with the effect of a ‘‘ moderate impost,”’ whereas the author 
thinks the State can take 75 per cent. of all surplus income 
without quenching the desire to earn. Throughout he pays 
small regard to the danger of checking the growth of capital and of 
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willingness to employ wealth in industry. This is natural, as 
he considers that any ill effect is obviated if the State itself 
undertakes industrial enterprises (p. 190). The ‘‘ minimum of 
subsistence ”’ should be liberally interpreted, but the writer in his 
remarks overlooks the danger of encouraging extravagant public 
expenditure, especially in democratic States, by putting the 
figure too high. ‘ 

If the State fails to satisfy its needs from non-tax sources it 
should, in the author’s opinion, have recourse first to customs 
and excise duties, next to death duties, and only in the last 
resort to income tax. His preference for the first is due to his 
desire to use taxation for ethical purposes and to a limited extent 
for the protection of native industries. He values the second 
as a means of bringing about a better distribution of wealth. 
“Happiness” in his pages must not be interpreted literally. 
It includes “‘ good living’ and excludes all base and ignoble 
pleasures, condemned by “the general consensus of opinion.” 
As we shall see, Mr. Ramaiya excludes perfectly innocent sources 
of enjoyment. Commodities are classified as necessaries and 
luxuries. Luxuries are either harmless (comforts) or harmful. 
All necessaries should be untaxed, and Mr. Ramaiya therefore 
condemns the duties on salt, kerosene, and coarse cotton goods. 
Comforts should be subject to customs duties in suitable cases 
to encourage native production. Harmful luxuries should be 
repressed by customs duties and equivalent excise duties. 
Degrees are admitted, but, as the duties are repeatedly described 
as prohibitive, obviously heavy taxation is contemplated. The 
object is not revenue but the promotion of virtue. The black 
list includes toys, dogs, fireworks, silk goods, tobacco, and even 
tea and coffee (p. 163). But on p. 169 the last two are mercifully 
transferred to the comforts list. If export duties are levied on 
food and the raw products of industry they should, the author 
thinks, embrace all agricultural produce in order to make the 
home supply cheap and to prevent any harmful diversion of 
labour from one crop to another. Mr. Ramaiya does not explain 
what the effect would be on the foreign trade of India, which 
depends on large exports of these commodities. Those agri- 
culturists who have any surplus to sell will not welcome his 
suggestion. 

We need not linger over his advocacy of death duties. They 
are unknown in India at present, and would be intensely 
unpopular. They would involve inquisitorial inquiries in a 
country where the privacy of the home is jealously guarded, 
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where evasion would be very easy, and where successful attempts 
to corrupt the assessing staff would be common. 

Mr. Ramaiya criticises the exemption from the Indian income 
tax of incomes from agricultural land above the minimum 
(Rs. 2000, or £133) which is free from assessment. The levy of 
the tax would be perfectly just, but it would be difficult to 
convince landowners that the revenue they pay is rent, and not 
a tax on rents. In India the super-tax is pretty severe, ranging 
from -},th to 3ths, but it only begins to operate when the income 
exceeds Rs. 50,000. Mr. Ramaiya’s proposed scale is much more 
severe, rising as it does to §ths on incomes exceeding 5 lakhs 
(£33,333), which with ordinary income tax would pay about 
75 per cent. What is perhaps more serious, the ordinary tax 
would be levied at }th and incomes of Rs. 7000 (£466) and upwards 
would pay super-tax at rates varying from ;},th to }°ths. 

Mr. Ramaiya has written an interesting book; but one will 
be surprised if his proposals commend themselves to the Indian 


Taxation Inquiry Committee now sitting at Delhi. 
J. M. Dovis 


Das Papiergeld der franzdsischen Revolution, 1789—1797. By 
S. A. FatKNER, Professor of Economics at the University 
of Moscow. (Miinchen and Leipzig : Duncker und Humblot. 
1924. Pp. 121.) 


La Monnaie et les Phénoménes monétaires contemporains. By 
BERTRAND Noaaro, Professor of Law at the University of 
Paris. (Marcel Giard. 1924. Pp. 322. 25 frs.) 


Tue task of educating public opinion and of preaching a 
gospel of financial sanity in the Russian Soviet State during the 
years immediately following the war might be expected to involve 
some delicacy and diplomacy of treatment. It appears that in 
1919 Professor Falkner set himself such a task in the sphere of 
monetary reform, and accordingly chose as his theme the monetary 
policy of France during the period of the Revolution. With the 
aid of this interesting historical subject and a purely descriptive 
treatment, he has made an effective disquisition, which must have 
contributed materially in his country to the general understanding 
of the principles of finance. 

The original edition of some 350 pages, published in Moscow in 
1919, has been translated into German by Friedrich Schlémer and 
has been reproduced under the title quoted above, in abridged 
form, as one of the publications of the Verein fir Sozialpolitik in a 
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series specially devoted to the history of monetary stabilisation. 
This German edition contains a purely objective study of monetary 
conditions during the period discussed and leads to no explicit 
conclusions other than those which are evident from the descrip- 
tion itself. Following the theoretical examination of different 
systems of issuing money, an account is given of the initial 
emission of assignats and of the gradual process whereby they 
depreciated and became ultimately valueless. The causes of the 
depreciation and its effects on industrial and social life, matters 
which are unfortunately better understood now from the current 
experience of numerous other countries, are discussed and 
illustrated. The brochure contains useful statistical tables 
dealing with the issue and gradual depreciation of the assignat 
and includes a bibliography of historical and recent works on the 
subject. 

Professor Nogaro, in attempting a similar task under the 
title, La Monnaie et les Phénoménes monétaires contemporains, 
draws his evidence from a considerably wider field. The 
descriptive portion of the book is divided into four parts, corre- 
sponding with four phases in the development of international 
monetary policy. The opening sections of this historical survey 
deal with the first three quarters of the nineteenth century, when 
European countries were making experiments in bimetallism. 
The second period, beginning in 1873, shows the breakdown of 
bimetallism, accompanied by serious monetary disturbances due 
to the depreciation of silver. A third stage then emerges, some 
twenty years later, with the development in various countries of 
the gold exchange standard, which provided a means of escape, for 
such countries as India, from the evils of the silver standard. The 
abandonment of gold, from 1914 onwards, constitutes the fourth 
and final stage in the description. 

From the historical standpoint the book thus holds much of 
interest for all students of monetary phenomena. The theoretical 
treatment which follows is perhaps more open to criticism; for 
Professor Nogaro spends a considerable proportion of his argu- 
ment in slaying the slain: the unqualified statement that money, 
being a commodity, must vary in value in inverse proportion to 
its supply. This formula is styled the “classical” Quantity 
Theory of Money, and is held up to ridicule throughout the book. 
However, in spite of the object of attack being hardly worthy of 
the author’s prowess, he has nevertheless added considerable force 
to the arguments of an important group of French economists, 
comprising amongst their number Aftalion, Rist and Guyot, who 
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tend to discount the purchasing power parity theory of exchange 
rates, and consider that the price level is rather the resultant of the 
exchange rate itself than vice versa. 

The first step in this argument is to show a remarkable lack 
of correlation between the respective movements of the price 
level and of the volume of notes in circulation. Numerous 
examples are quoted by Professor Nogaro, both from pre-war and 
more recent experience. In particular, the disparity between the 
movements of the price level and the note issue in Germany 
during and after the period of inflation is instanced. From such 
cases it may be inferred that the Quantity Theory is to be dis- 
credited, and that the movement of the price level must be 
governed by some factor other than currency policy. 

The second step is to show the very close relationship between 
movements of the exchange rate and the price level, the former 
almost invariably preceding slightly, and therefore, presumably, 
being the cause and not the effect. Professor Nogaro adds support 
to this on theoretical grounds, noting that under the non-metallic 
regime the exchange rate is free to fluctuate between very wide 
limits, and is affected by speculative considerations based on 
political and other developments independent of price movements. 
Not only is the exchange rate thus the resultant of independent 
factors but, being so determined, is itself a cause affecting the 
internal level of prices. By stimulating or restraining exports 
and by determining the price which must be paid for imports, 
the exchange rate has a considerable influence on home prices. 

This makes a strong case; and it has been ably expounded 
by the author. The weakness lies only in the first step. By 
concentrating attention on the note issue, and its lack of relation 
to the price level, Professor Nogaro is enabled to disregard 
entirely the two principal points of the proponents of monetary 
stabilisation, namely, that the regulation of prices can only be 
directly effected through the control of credit; and that it is 
the control of the wse of credit, rather than its volume, which is 
effected through changes in the discount rate. 

. Nevertheless, however little agreement may be felt on such 
theoretical issues, the practical conclusion of the book contains a 
principle to which a very large majority would add their assent. 
It is suggested that France would be wise to bring into operation 
a gold exchange standard, and should fix the gold value of the 
new monetary unit provisionally in accordance with the existing 
rate of exchange with the dollar. In other words, a new buying 
and selling price for gold would be established by the Bank 
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of France, and the import and export of the metal would be freed. 
Gold would not be restored to circulation. This much we endorse, 
except the word “ provisionally.”” The author points out, in his 
conclusion, that the policy he proposes need not prevent any 
future attempt to raise the franc gradually towards its pre-war 
parity. One fully appreciates the diplomatic reasons for his 
introducing such a suggestion.. But if it were adopted, it would 
menace the success of the whole scheme. It would deprive the 
new criterion of any element of “ sanctity.” By recognising a 
policy of deflation it would weaken the case against slight inflation. 
And whilst enabling exchange stability to be secured over short 
periods of time it would leave the long-period movement, both of 
the exchange rate and of prices, entirely to chance, since they would 
be ruled in neither case by a precise policy. 

Despite such minor points of possible weakness, the treatment 
of the subject is on the whole courageous, and the conclusions 
would seem to merit the attention of the Bank of France. 

J. R. BELLERBY 


The London Money Market. A practical guide to what it is, 
where it is, and the operations conducted in it. By W. F. 
SpaLpine. (Sir Isaac Pitman & Sons. 1924. Pp. xix + 
221. 10s. 6d.) 


Tue publication of a third edition of this survey of the London 
money market is of itself sufficient tribute to the intrinsic worth 
of the work; we can only add that it is the more valuable in that 
it appears opportunely, at a moment when monetary mechanism 
and policy are in a state of flux. In order to determine what the 
future may hold it is essential to know what lies behind. This 
task of showing the paths by which the present monetary situa- 
tion has been reached is well accomplished by the author of The 
London Money Market. 

The work should gain much popularity with the student. 
From his point of view it has the quality of assisting the imagina- 
tion. It pictures each separate situation not, as is so frequently 
done, as a dry, static condition, but builds it up from its early 
and simple beginnings, through all the fascinating stages of 
evolution, until the final development remains stamped on the 
reader’s mind as a living system. In this way the author treats 
successively the banking system as a whole, its centrepiece, the 
Bank of England, the Bankers’ Clearing House, numerous instru- 
ments of exchange such as the promissory note, the bill of 


exchange and the Treasury bill, and passes finally from this back- 
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ground of history and description to the discussion of the intricate 
monetary problems raised by the cataclysm of the war. 

It is inevitable that questions such as the effectiveness of the 
bank rate and the influence of the Treasury bill in the money 
market should form important features of a survey of this 
character. Referring to the device sometimes adopted by the 
Bank of England for making its rate more effective in the market, 
namely, “to sell Consols for cash and to buy them back for the 
‘account,’”’ the author states that the Bank has had little 
occasion for resorting to this system since the war. This seems 
somewhat surprising in view of the emphasis recently given to this 
system of selling securities or other assets with a view to strengthen- 
ing the influence of the bank rate over the market rate. However, 
the author supports his statement on the grounds that the effec- 
tiveness of the rate has been assisted by “a whole host of 
restrictive measures’ since the war. One wonders whether a 
further important factor in the situation may not have been that 
the Bank, being no longer troubled with the need for keeping 
strict watch over the gold situation, has not been vitally concerned 
to make its rate immediately effective, and has therefore not been 
obliged to apply severe measures. 

A further point of interest arises out of the statement that, 
“Tf the Clearing Banks chose to break away from bank rate in 
fixing their deposit rates they could defeat the Bank of England 
so long as they could get currency notes.”” Which of these two 
links is then the more important, the automatic movement of 
the deposit rate in conformity with the bank rate, or the control 
over the note issue? Presumably the link through the deposit 
rate imparts greater strength to the influence of the central rate 
over the market rate, but since it does not exist in certain countries, 
where there is nevertheless efficient control, it cannot be regarded 
as indispensable. As regards the control of the note issue, there 
arises the question, much debated, whether the ability of the joint 
stocks banks to procure notes from the Treasury merely by 
allowing Treasury bills to mature, does not potentially destroy 
control over the cash basis of the banks. Mr. Spalding indicates, 
however, that the existence of the Treasury bill, although 
apparently a source of weakness, may be used to give considerable 
strength to the mechanism of control. “ For one thing, sales of 
the British Government’s Treasury bills in recent days have been 
a ready and effective means of absorbing any surplus funds that 
might be on the market, and it would be a simple matter to keep 
the money exchanged in return for these bills off the market for 
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a time if circumstances warranted it.” It would seem fairly 
clear, in fact, that it is always within the power of the Treasury 
to draw money from the market by the sale of bills just as rapidly 
as the banks are able to draw cash from the Treasury by allowing 
bills to run out. 

The book closes with a stirring account of the financial panic 
extending throughout Europe at the outbreak of the war, and 
explains the considered measures whereby the London bankers 
were able to stay the confusion and protect their gold reserves. 
According to this vivid portrayal, so vital a factor was the pro- 
tection of gold at every stage, that one begins to wonder whether 
there would have been any panic at all in Europe if there had been 
no gold. In any event the measures described as having succeeded 
in allaying the fears of the public purported almost exclusively to 
demonstrate that gold was not essential to the system, and that 
even if it were, for the time being it would not be available. The 
lesson which seems evident from the survey is that gold should 
never again be allowed to obsess the public mind, and that when 
the gold standard is once more in operation, the circulation of gold 
should be avoided, the note issue should be independent of the 
gold supply, and the recognised limits of fluctuation of the 
reserve ratio should be very wide. 

Such conclusions Mr. Spalding leaves for others to deduce. 
And if any criticism might be made of the book, it would relate 
rather to the attitude of an author who, having comprehensive 
knowledge, refrains from showing the constructive value of that 
knowledge. Hardly anywhere is there a proposal for future 
development or modification. The answer to such a criticism 
lies in the nature of the book itself, which maintains throughout a 
skilful uniformity of descriptive treatment; nevertheless, when a 
writer has the ability to whet the appetite for information, he 
should in justice proceed to satisfy it as fully as in him lies. 

J. R. BELLERBY 


Unemployment: A Study of Causes, Palliatives and Remedies. 
By W. A. AppLeton, C.B.E., with a Foreword by Lorp 
Askwitu, K.C.B. (London: Hodder and Stoughton. 1924. 
Pp. 153. 1s. net.) 

Unemployment: its Cause and Cure. By Atrrep Hook; and 
The Workers’ Share. By Atrrep Hook. (London: The 
Labour Publishing Company. 1924. Pp. 214, and viii+ 124.) 


THE authors of these books look at the subject of Unemploy- 


ment from different points of view. Mr. Appleton, as the Fore- 
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word indicates, adopts generally the individualist outlook, and 
sees the problem primarily as one of production, and of so adjust- 
ing conditions as to stimulate enterprise to a maximum. Mr. 
Hook, on the contrary, envisages it as to a great extent a problem 
of distribution. His book on The Workers’ Share, which is of a 
general character, deals with the question of so adjusting the 
arrangements of society as to provide the workers with a satis- 
factory standard of living, based upon Mr. Seebohm Rowntree’s 
efficiency standard. In Unemployment the author attaches great 
importance to unproductive labour in its bearing on unemploy- 
ment. ‘‘ The vital problem,” he says, ‘‘ cannot be seen in all 
its aspects unless all the implications of unproductive work are 
taken into consideration.”” The primary problem, he argues, is 
one of individual maintenance and so depends upon “ the com- 
bined question of production and distribution.” 

Mr. Hook’s two books appear to be part of a series dealing 
with a variety of social problems, and he himself has already 
produced others of a similar type. The Workers’. Share is the 
more general, attempting, by an analysis of the existing system, 
to consider the possibility of providing an adequate general 
standard of living, and to suggest means of so utilising the national 
resources as to bring this about. The author concludes that such 
a redistribution is possible through the regrouping of the labour 
supply, and the transfer of workers, mainly from commercial, 
distributive and domestic employment, to the increased production 
of those goods and services which will provide what is necessary 
to secure the desired improvements. At times, indeed, his treat- 
ment curiously recalls some of the illustrations given by J. S. 
Mill of the effects of turning non-capital into capital, though the 
underlying motive is altogether different. The book shows 
wide knowledge, and the author has clearly covered con- 
siderable ground in his economic reading. His treatment of such 
subjects as Co-operation and Profit-sharing is interesting, and he 
applies his proposals to various branches of industry and production 
—transport, the export trade, and the home market. The author 
does not overlook the question of human nature, but rests his 
hopes upon the prospect that, with a gradual development, the 
motive of service will be able more than to replace the acquisitive 
instinct. At the same time it is not clear that he altogether 
realises the difficulties in the way, or the possibility that the 
destruction of acquired standards may produce serious hardships. 
The book on Unemployment is based on similar general ideas, and 
appears to cover a wide ground. It would, perhaps, have been 
better to have kept it distinct from the problem of unproductive 
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labour, whilst in some respects, as in dealing with the effects of 
machinery, the author does not appear to allow enough for the 
gradualness of much economic change. 

The two books together are interesting as showing a serious 
attempt by the socialistic school to work out a detailed scheme 
for the application of socialistic ideas. The author shows in 
many ways a real attempt to understand the position of the 
other side; and his analysis of the different attitudes adopted by 
opponents of labour is interesting. Sometimes the attempt 
breaks down, however, as where he describes certain sayings of 
Adam Smith as “the statement of a mere time-server or of one so 
profoundly convinced of the virtues of the pursuit of self-interest 
that he must suppress any reference to its manifest evils at what- 
ever sacrifice of truth and humanity.” Again, there are times 
when Mr. Hook appears to put too much confidence in the 
mathematical basis of redistribution and to allow insufficiently 
for the human element. But when all is said he does at least 
give the idea that he has worked out his conclusions for himself 
and that, right or wrong, they are indubitably his own. 

In this respect Mr. Appleton’s book is disappointing. For one 
very seldom feels that one is really getting the author’s own ideas 
and experiences. Some of his book looks like a résumé of what 
has already been written on the theory of unemployment, which 
he does not always appear to have fully assimilated, and much 
of it seems to consist of arguments culled from journalistic refer- 
ences to the subject. This is the more disappointing, as on the 
few occasions upon which he gives us what appear to be his own 
personal experiences, his writing is far more convincing. The 
result is to reduce seriously the value of his book as a contribution 
to the subject. His analysis of causes has already been done 
better by other writers, and the same may be said of his arguments 
on the system of insurance by industries. Much of the book, 
moreover, is simply composed of commonplaces of what may be 
called the Anti-Waste School. 

Generally speaking, one cannot help feeling that he has missed 
his opportunity. A Trade Union leader of some standing, and 
occupying a position of some independence, his description of his 
own experiences would have been of great value, and he could 
have done much in the réle of the candid critic. Unfortunately 
he has preferred apparently to rely mostly on material already 
provided by others, often of an inferior type, which has not allowed 
him to produce work of a quality, of which the more personal 
references in the book suggest him to be capable. 


N. B. DEARLE 
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The Agricultural Crisis, 1920-23. (Long- 


mans. 10s. 6d. net.) 


By R. R. ENFIELD. 





Tue farmer who picks up this book in the expectation of find- 
ing something to help him through a difficult time will receive a 
considerable shock. This is not primarily a book about agricul- 
ture; rather does Mr. Enfield use the example afforded by 
fluctuations in the prices of agricultural commodities for a con- 
sideration of the causes of the rise and fall of commodity prices 
in general. 

Mr. Enfield’s study begins with the few years preceding the 
war, and he is led to conclude that the rise in prices up to 1920 
and their subsequent collapse were due, in no way, to scarcity 
in the former case and over-production in the latter; that which 
determined them was the monetary policies of the principal 
countries. The rise and fall were universal, not limited to this 
or that country; they were out of all proportion to costs; the 
factor of inflation introduced by war finance influenced only 
the degree of fluctuation; credit expansion involving instability 
in the general price level can take place at any time. The author 
admits that in the case of individual commodities scarcity or 
abundance will go a long way towards explaining a rise or fall in 
prices, but these causes will not explain the alteration in the 
general price level, as it is unlikely that all commodities will 
experience simultaneously abundance or scarcity. Thus, by 
manipulation of discount rates he considers that much more can 
be done to stabilise industry, and this is the object he has in 
view. “The sensitiveness of business to an alteration in the 
bank rate is a matter of experience, and it is not necessary to 
accept the Quantity Theory of money, or any other economic 
theory, to know that restriction of credit has in practice a definite 
effect on the course of business activity. What is necessary is a 
different use of the instrument . . .” (p. 147). 

From the stabilisation of money Mr. Enfield passes on to 
consider the stabilisation of agriculture. It is the instability of 
prices that distinguishes agriculture in particular from other 
industries, and if the want of confidence which the uncertainty 
induces could be removed, the industry would receive an impetus 
which nothing else could give in equal degree. The subject is 
being studied, particularly in the United States, and in this 
country Mr. E. M. H. Lloyd has given a lead to the wider applica- 
tion of the principle in his book on Stabilisation. His proposal 
as regards wheat, for example, is the re-establishment as a part 
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of our normal administrative system of the emergency machinery 
of the Wheat Commission set going during the war. The problem 
of the elimination of the private trader by the substitution of one 
purchasing authority is as much one of practical administration 
as of economic advantage, and it is here that Mr. Enfield, and 
Mr. Lloyd before him, seem to invite challenge. As a theory or 
an ide’ the notion of a Nafional Purchasing Board will find 
favo » ‘ith many, but much more work must be done on it before 
the q.estion of “‘ How is it to be worked ?”’ can be answered. 
Still, many people are looking that way. The Rt. Hon. S. 
M. Bruce in his speech to the Imperial Economic Conference in 
1923 made similar proposals regarding meat, but the general 
opinion was that it would involve not only State purchase but 
also State marketing. Mr. Enfield’s book is an important con- 
tribution to the proper understanding of the problem, and it 
deserves careful consideration by those who are engaged in the 
study of the difficult, problem of trade fluctuations. 
C. S. Orwin 


International Labour Office: Studies and Reports. Series D 
(Wages and Hours), No. 13, ‘‘ Family Allowances.’ (Geneva, 
1924. Pp. 186. Price 3s.) 


TRADITIONALLY, we are inclined to regard the experience of 
** foreigners,” in matters of social legislation, with a tolerant 
aloofness ; as Lady Adela put it, they are ‘“ only the natives,”’ and 
what they choose to do has little relevance for us. But the com- 
parative studies for which the I. L. O. is making itself responsible 
are helping to knock the stuffing of insularity out of us. The 
Office—in conjunction with the University of Chicago—has now 
produced an admirable survey of the progress which different 
countries have so far made in a matter which is very much “ in 
the air’ overhere. Its report is compact, readable, and—we have 
every reason to believe—accurate. 

The largest section, as might have been expected, is that 
devoted to France, where the number of workers who have been 
brought within the scope of equalisation funds is approaching its 
second million. The character and scale of allowances, and the 
methods of distribution employed, are here summarised, and 
some attempt is made to present the (conflicting) opinions of 
representative industrialists as to the value of the funds. The 
experience of Belgium, Holland and Germany is also of much 
interest. In Germany, it is ‘‘ impossible to forecast the future of 
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family allowances.’’ During a period of fiscal chaos, the line 
of least resistance has prescribed the employment of this method 
of wage-adjustment, among others, but it seems to be little liked 
by the Trade Unions. The closing section of the Report deals 
with Australia, where, contrary to what seems to be a widespread 
impression, very little in the direction of family endowment has 
actually been attempted. 

Reports of this kind, in our post-war world of fluctuating values, 
are very soon out of date. If the I. L. O. can keep us posted as 
to the progress of the experiments which are the subject-matter 
of this one, the interest and appreciation of their English sub- 


scribers will certainly not be lacking. 
H. PHILuies. 


The A BC of the Foreign Exchanges. By GEORGE CLARE. Sixth 
edition, revised, with additions by Norman Crump. (Lon- 
don: Macmillan & Co. 1924. Pp. xviii + 224. 4s. 6d.) 


THE present reviewer, confronted with this “revised ”’ 
edition, was reminded, that, more than thirty years ago, he had 
dealt in the Journat (Vol. III, p. 487) with the original issue. 
During this wide interval he has frequently recommended the 
book to pupils, and has now nothing to take from, but would 
wish, if it were possible, to add to, the praise he then bestowed. 
As a teacher he has always felt that the foreign exchanges, the 
best test, in his belief, born of large and long experience, of an 
examinee’s grip of economic science, could be approached without 
alarm as one application of the general principles of value, the 
commodity being bills, or acknowledgments of debt, and the 
governing force at work, in supply and demand, being the amount 
of indebtedness, however incurred, existing at the moment. 
This central idea, once got, the complexities of translation of one 
money into another, and the added refinements brought by 
convertibility, or the reverse, of paper, by differing rates of 
interest, or degrees of worth or lengths of currency of bills, and 
by various origins and diverse kinds of indebtedness, could 
be faced and overcome. Mr. Clare’s clear, terse, pointed, 
“‘ practical guide ’’ seemed to him, then as now, an admirable 
exemplar of the fit mode of handling and resolving these 
conundrums of the money market. It was, he thought, and 
the sequel has reinforced his verdict, suited both for the plain 
business man or ordinary citizen and for academic students, 
whether tyros or those more expert or trained. 
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He is glad to find that the capable manipulator of this enriched 
account, who joins a proper appreciation of economic theory to 
an intimate command of concrete motive and actual result, has 
felt it necessary to make ‘‘ comparatively little ’’ change in the 
original text. “‘ The addition of a few words here, the deletion 
or modification of a paragraph there,” are, he remarks, “ sufficient 
to bridge the gap.” This skilled work, nevertheless, has been 
executed with punctilious pains. We are also not sorry to 
discover that Mr. Crump himself regards the apparent boule- 
versement of the last few years in a conservative spirit, as tending 
to confirm rather than displace the fundamental bases of the 
past. It would, no doubt, and here we may perhaps go a little 
further than he is ready to advance, be obscurantist stubbornness 
to ignore the moral enforced by such fresh developments as the 
gold-exchange standard, with its unanticipated prolongation, and 
extension, of success, in spite of temporary failure to withstand 
abnormal strain. The conception, too, of “ purchasing power 
parity,” which has had the advantage, and perhaps also the dis- 
advantage, of resounding advertisement by eminent authority, 
has, we should allow with Mr. Crump, served to illuminate, more 
satisfactorily, it may be, from the standpoint of theory than 
that of practice, the bewildering, ever-fluctuating, continuously 
erratic, movements of international voyaging by means of vessels 
loosed from the steadying anchorage of the free import and 
export of gold. But we are none the less sincerely grateful to 
the cool sanity and just discretion with which, in the fresh 
chapters embodying the happenings of the war and after, our 
competent reviser has reduced the startling and the passing 
to their right proportions and their proper scope in time as well as 
space, and interpreted the unprecedented and capricious by 
reference to an underlying and established order. He has thus, 
we believe, acted well. 

He has, moreover, so we judge, deftly contrived to summarise 
the pros and cons in some vexed debates by a few judicious and 
judicial observations. While he has dealt perforce concisely 
with ‘‘ war-time finance,” he appears to us to hit the point 
exactly, for instance, in such matters as the relation of the issue 
of currency notes to the rise of prices, and, in the more special 
sphere of the foreign exchanges themselves, we would commend 
unreservedly his penetrating analysis of the present significance 
of the New York exchange. His forecast on the degree of 
approach of sterling to gold was, he frankly allows, an imprudent 
essay, and even since he wrote the later footnote, commenting 
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on an earlier statement in his text, the turn of fact has been 
further modified. But it has already become a real cause for 
assured congratulation, he shows, that New York has not, as 
many predicted, wrested the pre-eminence in the money market 
of the world from London, even if Amsterdam owes to the 
fortune of the war and after increased opportunity for reaping 
the gain accruing from settlement of monetary dealing and 
exchange business by her own skilled financiers. This last is 
one of the curious new facts brought out in this authoritative 
and attractive narrative, which should now, we suggest, be 
embellished with the welcome, if not requisite, appendage of an 


index. 
L. L. Pricre 


Report of the Fifty-Sixth (1924) Co-operative Congress. Edited by 
A. WHITEHEAD. (Co-operative Union, Manchester. Pp. 
653.) 

Tu1s volume combines the latest statistical information 
concerning the present position of the Co-operative Movement in 
Great Britain and Ireland, with reports of the work of the various 
sections during the year and the discussions at the Congress at 
Nottingham. Prepared mainly for propaganda purposes within 
the movement, it none the less contains matters of considerable 
interest to the general student of Economics. Excluding the 
Agricultural, Dairy and other special Societies in Ireland which 
are not dealt with in this volume, there were, at the end of 1923, 
1441 Societies of various kinds. These had a membership of 
4,618,819, a share capital of £84,242,126 and loans to the value 
of £42,661,757, and reserves amounting to £11,904,581, whilst 
the sales for the year amounted to £258,449,666. The net profit 
was £17,521,001. There appears to have been a tendency for 
the increases in membership to slow down in recent years, in 
fact in 1922 there was an actual decrease in the number of 
members; this, however, was more than made good in 1923. 
It is noteworthy that the average amount of share capital per 
member is small. In the case of the Retail Societies it works 
out at about £16 each, and has been almost stationary for some 
time at this average. This suggests that on the whole it is as 
consumers rather than capitalists that people are attracted. 
Capital savings must for the most part be invested elsewhere, 
probably in Building Societies, Government Saving Certificates 
and such-like directions. In the case of loan capital the average 
per member in the Retail Societies at between £2 and £3 is quite 
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small. The figures covering the farming operations by the 
various Retail Societies show that profits have been few and far 
between. They amount to £3601, whilst the losses total £209,681. 
The acreage farmed by all the Societies was 66,447. 

Interesting statistics are given showing the value of output 
per worker and the wages cost per £ of production, and dis- 
tribution in the English and Scottish Wholesale Societies. Taking 
the high-water mark of 1920, we find that the value of each 
productive worker’s output was £1057, whilst in 1923 it was 
£706. In the same period the wages cost per £ of production 
had risen from 33-52 to 40-88. 

At the Congress an interesting discussion took place on the 
deadlock which has arisen between the Co-operative and the 
Trade Union Movements concerning the adjustment of wages and 
conditions of labour within the Co-operative Movement. The 
chief difficulty appears to be that Co-operators claim that “‘ where 
Trade Union agreements (either national or district) have been 
made by representative bodies of employers and workers, the 
same rates should apply to Co-operative employees employed in 
the area covered by the agreement.” This the Trade Unions are 
reluctant to agree to, as they appear to want the right to demand 
something better from Co-operators than from others. The 
struggle emphasises under interesting conditions the economic 
conflict between consumer and producer. The Co-operative 
Consumers’ Movement is the workman and his wife organised to 
get the best value for wages spent. The Trade Union Movement 
is the worker without his wife organised to get the highest wage 
possible in his own trade. It would seem that if the Co-operative 
Movement is compelled to pay substantially higher wages than 
others fulfilling the same functions, it must either get better 
value from the worker or give worse value to its Co-operative 
purchaser. One speaker in the discussion at the Congress sought 
to show that the two Movements worked with different weapons. 
He said that the Trade Unions “ with the sword of the strike 
have fought many gruesome fights,” but the Co-operative Move- 
ment was a “constructive one.” ‘It used not the sword but 
the trowel.” ‘“‘ What a foolish man he would be if he thought 
to build with a sword or fight with a trowel.”’ The development 
of this difference in outlook between the two Movements will 


be watched with interest by economic students. 
Henry VIVIAN 
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Agricultural Co-operation in Western Canada. By W. A. 
MackinTosH, M.A., Ph.D., Queen’s University, Kingston, 
Canada. Pp. 156. 


Tus volume, one of the Queen’s University Studies, does not 
deal with the whole field of co-operative activities in Western 
Canada, but is limited to an investigation of co-operative market- 
ing and purchasing in the three provinces of Manitoba, Sas- 
katchewan and Alberta. It was the reviewer’s privilege to be 
brought into touch with the active spirits in the early days of 
the movement during a visit to Western Canada in 1909. The 
developments since then have indeed been remarkable. There 
are now powerful Associations for dealing with Grain, Live-stock, 
Creameries and Wool. The Grain Associations are, as might be 
expected, the largest. The volume gives interesting details of 
the obstacles which have been overcome and records the failures 
and mistakes made during the experimental period. 

It is interesting to note that it was the decline of competition, 
coupled with the growth of co-operative action, amongst those 
previously handling and disposing of the products which impelled 
the farmers to co-operate for marketing purposes. In European 
countries co-operation has been the complement of Small-scale 
Farming. In Western Canada the farm or business unit is large, 
and one product, wheat, overshadows all others. From about 
nine million bushels in 1901 the exports of wheat rose to 100 
millions in 1916. The Farmers’ Co-operative Companies have 
handled in recent years some 30 per cent. of the total grain 
inspected in the Western Inspection District. Some criticism 
appears to have taken place as to the genuineness of the co- 
operative character of these organisations. “‘To be effective 
and to survive rather than to be unspotted but impotent in the 
pure orthodoxy of the co-operative gospel” has, it is claimed, 
been the aim rather than “ to measure up to the yardstick of 
the Rochdale system.” It seems clear that “to survive ”’ is 
normally one of the conditions of being useful in this world, but 
it is difficult to see why the Rochdale ‘ yardstick ’’ should be 
thought of as a standard of measurement. The “ Rochdale ”’ 
system of co-operation has developed into a purely consumers’ 
organisation under which any trading or manufacturing surplus 
is allocated in proportion to purchases for consumption. The 
object of co-operation in the grain, cattle and wool trades in 
Canada is declared to be the ‘‘ increase of the producers’ price 
brought about by the paring down of the margin absorbed by 
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marketing agencies.’”’ As the Rochdale system thrives on this 
marketing “‘ margin,” its ‘‘ yardstick ’’ seems quite out of place. 

Whilst the benefits of co-operative organisation amongst 
Canadian farmers have been considerable, experience has shown 
that the “‘ plunder” of the “‘ middlemen” is nothing like so 
large as it was thought to be. Indeed the discovery of this 
has been one of the gains of these co-operative enterprises. So 
long as large numbers of people associated with a particular 
interest are convinced that their failure to become wealthy is 
due to their being unjustly exploited by other interests, dis- 
content and misdirected energy results. The ‘ Association of 
farmers who unite in an effort to handle their common interests 
through an agency which is controlled by them” opens up 
avenues of experience and information which had hitherto been 
closed and leads to the formation of sounder opinions. Canadian 
farmers, who in 1900 knew little or nothing about the marketing 
of their grain, in 1924 control two of the largest exporting com- 
panies on the American continent. The “‘ middlemen” have 
been impelled by the competition of the farmers’ co-operative 
companies to serve more efficiently the farmers whose products 
they handle. Canadian farmers, through the more intimate 
and direct contact with world market conditions, have come to 
realise that there was room for improvement at the producers’ 
end in the quality and the grading of grain, live-stock, wool and 
butter. He may have been told this before by ‘‘ middlemen,”’ 
but it did not lead to effective action. He is now told so by the 
representatives of his own organisations, and as his failure to 
act would jeopardise the co-operative enterprise in which he and 
his fellow-farmers have invested money, the pressure becomes 
operative. 

After making all allowance for the difference in conditions 
between European countries and Western Canada, there are 
many lessons to be learned from the remarkable development 
of agricultural co-operation with which this study deals. 

Henry VIVIAN 


La Vie Economique et les Classes Sociales en France au xviii* 
Siecle. By Henri Ste. (Paris: Alcan. 1924. Pp. 231. 
15 fr.) 

Tue International Historical Congress at Brussels in 1923 
had the good result of opening the eyes of some of us to the 
remarkable activity in recent years of French scholars in the 
direction of research in economic history. The scholarship of the 
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Kcole des Chartes, the growth of the profession of archivist, the 
revival of interest in things local which has naturally followed 
upon the grant of autonomy to the provincial universities, and 
the more critical attitude towards the Ancien Régime and the 
Revolution which has come with the passage of time—these 
influences, combined with the circumambient pressure of the 
social question on thoughtful minds, have led to the appearance 
in France of a stream of specialist monographs on particular 
topics and on particular localities. Their authors, I suppose, 
are mostly ‘ historians,” not “‘ economists,” by profession; and 
this may have great advantages. They are the more likely, one 
would think, to let the ascertained facts occasion their generalisa- 
tions, and not to allow theoretical prepossessions to select the 
facts to be commented on. But it must be confessed that the 
severely scholarly historical interest has its dangers too. Meticulous 
accuracy in the transcription of documents may become an end 
in itself; and the traveller may fail to see the wood on account 
of the trees. 

For “original research’”’ there will be abundant need for 
many decades to come; it is work for which we must be grateful ; 
and every professional teacher of history (might I add of economics 
also ?) would be the better for having done at some time a bit of 
investigation into crude actualities. But the world also needs, 
and in a sense needs even more, the scholar who will come along 
from time to time and disentangle and exhibit and explain what 
the researchers have found. 

This, in the book before us, is one of the services rendered by 
the veteran scholar, until recently Professor at Rennes. M. Sée, 
of course, has himself spent long years on the archives of his own 
province and he is an authority of the first importance on its 
agrarian history. And to the making of this modest little volume 
has evidently gone a great deal of labour in the national archives. 
But what must also impress the reader is M. Sée’s command of 
the large literature of recent local research. Fortunately, with 
the new standards of exactitude he combines the older French 
gifts of ordonnance and lucidity. The result is a book which is 
quite unusually instructive and stimulating. 

In the first and, I think, most valuable part of the book, 
M. Sée inquires into the agricultural policy of the French Govern- 
ment during the last thirty years or so of the Ancien Régime, and 
into its positive results. ‘The nature of that policy is well known. 
It was on the same lines as the contemporary movement in England 
which we associate with a name like Arthur Young; with the 
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additional momentum, as it might seem at the time, that it was 
forwarded and assisted by a Government which was still regarded 
as autocratic. Agricultural societies were called into existence 
by the Government in Paris and in most of the administrative 
districts (généralités) of the country. Edicts were issued authorising 
enclosure, in order to put an end to rights of common on arable and 
meadow, and to the practice, in many areas, of intercommoning. 
Other edicts authorised the division of commons. And, more 
immediately feasible in some ways, the bringing of moors or 
marshes into cultivation was encouraged by exemption from 
taxation. 

But all these measures had on the whole very little effect. 
Certainly the face of the country was far less changed in France 
than it was in England during this period. M. Sée’s careful 
examination of the forces of opposition, and his narrative of 
remonstrance and resistance from the peasants in province after 
province may usefully be placed by the side of the accounts given 
of the contemporary English movement by Mr. and Mrs. Hammond 
and by Professor Gonner. The English writers differ in their 
estimate of the effects of the transformation; but they do not 
differ as to whether a transformation did indeed take place or as 
to the forces which really dominated. 

M. Sée’s main explanation of the comparatively small extent 
of the actual changes in France is found, first, in the relative 
scarcity of farming capital, and secondly in the firm root which 
the peasantry in France, and especially the poorer peasantry, 
still had in the soil. He would be the first to allow that these are 
not ultimate answers—if indeed any answer is ultimate ! 

The second half of the book is devoted to the subject of Social 
Classes in France from three points of view. M. Sée asks why it 
was that ‘‘ the labour question did not arise in 1789”; and of 
course his answer is found in the contemporary organisation of 
industry. He then turns to consider the part which the middle 
classes of Brittany played in the Revolution ; and he illustrates the 
prominence of the lawyers by an analysis, based on tax assessments, 
of the population of Rennes. In a final chapter he attributes to 
Turgot the conception, which, whether true or not, has been and 
is of profound influence, of social “ classes” as based on the pos- 
session or non-possession of capital. The ascription seems 
reasonable : I should prefer not to commit myself further. 

Until quite recent years, economic history has been the peculiar 
field of German scholars; and we in England would be ungrateful 
if we did not acknowledge what they have done to illuminate the 
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history of their own land, and, both directly and indirectly, of 
our country also. But the entry of French scholars into the same 
field is certainly to be welcomed. They will make their own 
history more intelligible; and even if they do not—as I hope they 
will—follow M. Mantoux’s example and invade our territory, the 
mere comparison of their results for France with what we think 
we know of England is sure to be of service. Those in this country 
who do not know what French scholars are doing can hardly 
make a better beginning than with the book of M. Sée. 
Wm. ASHLEY 


Heiliges Geld: eine historiche Untersuchung tiber den Sakralen 
Ursprung des Geldes. By Bernuarp Laum. (Tibingen: 
Mohr. 1924. Pp. xii + 164.) 


Tuts book is mostly about the ox, and his significance in 
early cultus and magic. The earliest form of “‘ money ” among 
many peoples, especially in the Eastern Mediterranean, was the 
ox: that was the first general measure of value. Now, why 
was that so? Because, say the economists, it was the general 
“‘ medium of exchange.” “In the rude ages of society,” remarks 
Adam Smith, “ cattle are said to have been the common instru- 
ment of commerce.”’ With his dry humour, he goes on: “ though 
they must have been a most inconvenient one.”’ He does not see 
whither this sage reflection could lead him; and if he had seen, 
he would not have minded. 

Now comes Bernhard Laum and emphatically reiterates the 
‘inconvenience ” of an ox as a medium of exchange. In the 
Homeric Age, he declares further, there is no evidence for any 
such actual chaffering of oxen as would cause them to become 
the ordinary medium of trade. Oxen, he asserts, with a wealth 
of evidence, chiefly Greek, first came to be specially valued 
because they were par excellence desirable offerings to the gods; 
and it was in that connection that men first began to reckon in 
them. His readers will agree, I think, that he abundantly proves 
that the sacrificial use of cattle was one of the main causes of 
their employment as “money.” Where, I think, he tends to 
lose himself in vagueness is in his attempt to explain away all 
supposed economic reasons why cattle should be so highly 
esteemed by men as to be offered to the gods. In one place he 
seems to suggest that the gods were thought of as bulls and cows, 
and therefore bulls and cows were offered to them; and a good 
deal of the learning that has recently been accumulated about 
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the primitive meaning of sacrifice can then be worked in. But 
why were the gods conceived of as bulls and cows ? 

The transition from the use of cattle in sacrifice to the practice 
of reckoning in cattle in commercial transactions, Mr. Laum 
sees beginning in the primitive practice of allowing the priest to 
receive his professional fee in the form of a portion of the 
slaughtered cattle: a ‘“‘fee”’ in the most philological sense of 
the term. And metallic coin he explains as being originally a 
mere substitute for cattle or other offerings in kind. Metal— 
gold, silver, copper—was used for the purpose because it 
was first highly esteemed by men as material for personal orna- 
ments; and ornaments were originally magical devices to ward 
off the enmity or attract the favour of the gods. Gold was 
useful for this purpose because it was bright as the sun, and 
silver because it suggested the moon; and the relative values 
of the two were simply the relation between the sun’s periodicity 
and the moon’s. Even the function of paper money now finds 
its true explanation; for “ in magic there is no difference between 
an object and its imitation”! 

Mr. Laum’s book is a work of acuteness and of industry 
in several fields; and it has the merit of really contributing a 
new and important idea. But one could wish that the new 
doctrine were not quite so rigidly held. Why need we suppose 
only one origin for so many-sided a thing as “money”? But 
that is perhaps the way in which knowledge progresses—especially 


in Germany. 
Wn. ASHLEY 


South Wales and the March, 1284-1415. By WitttAm Ress, M.A., 
D.Se. (Oxford University Press. 1924. Pp. xvi + 303. 
15s.) 


In its sub-title this work is described as 
agrarian study,” but it is to the human element rather than to 
the agricultural practices of the district and the period that the 
author has devoted most attention. This is perfectly acceptable, 
for, apart from the material being less abundant, so many factors, 
some natural and generally stable (climate, soil, altitude), others 
artificial and varying in incidence (disease, prices, weights and 
measures), have to be taken into account when investigating the 
early agricultural history of a district, that none will cavil at 
preferential treatment being accorded the social side of this thesis. 
Thus, such larger questions as the conquest of Wales, feudalism 
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in the March, the liberty and duties of the subject, local adminis- 
tration and systems of land-tenure predominate, their careful and 
exhaustive treatment calling for close attention on the part of 
all students of Seebohm, Vinogradoff and similar authorities. 
Space is lacking adequately to effect comparison with the social 
conditions existing at a similar period elsewhere in this country, 
but it may safely be said that valuable material has been brought 
to light—material which can with advantage be placed side by 
side with records already published relating to other parts of 
Great Britain. 

Dr Rees was wise in not confining his investigations to an 
isolated area, for Wales affords a strikingly good example of the 
dangers arising from arguments based on such grounds. In this 
connection, attention may perhaps be drawn to the close 
similarity apparent in the distribution of ancient manors recorded 
in the diagram facing p. 128 and that of present-day market-towns 
as evidenced in “‘ An Agricultural Atlas of Wales ”’ prepared for 
the Oxford Institute of Agricultural Economics by Mr. J. Pryse 
Howell. In both instances certain of the natural features above 
referred to clearly represent the determining cause. Owing to 
the fact that the economic structure of the manor and the social 
customs of its inhabitants generally exhibited less diversity than 
is to be observed in cultivational operations, comparisons under 
these heads effected between different manors at a certain date, 
or between the same manors at successive periods, are apt to be 
more reliable than are those based upon the distribution of 
certain systems of cropping or the quantity of corn harvested. 
In the former case adjustments have at most to be made for 
altered values, the obsolescence of certain customs, and fluctu- 
ations in population, in conjunction with lacune due to more or 
less ascertainable causes; in regard to farming operations, 
however, unknown factors enter into the calculation. 

This does not imply that Dr. Rees has not produced much 
of value and interest in his description of the cultivational 
practices followed on numerous Welsh manors, for to many 
readers the chapter entitled ‘The Working of the Manor ”’ is 
the most engrossing in the volume. What it seems desirable to 
emphasise—namely, the uncertainty of records relating to such 
important questions as the yield of cereals—can best be illustrated 
by an extract. Thus, when describing the altered customs 
introduced early in the fourteenth century in order to secure 
commercial profits, the author states that ‘“ within a decade or 
so, the returns of wheat and oats doubled and almost trebled on 
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some manors, although there was not a corresponding increase 
in the acreage under the plough. The greater yield would suggest 
that more progressive methods of cultivation were being adopted 
and the high price of corn . . . gave further impetus in this 
direction.”” The normal rate of yield in the case of wheat was 
about twelve bushels per acre, and although, of course, he does 
not suggest that this figure was raised to the impossible level of 
twenty-four or more bushels, Dr. Rees appears to hold that it 
was considerably augmented. Is it certain, however, that high 
prices were not causing stored grain to be put on the market, and, 
further, is it clear that the proportion of fallow was not temporarily 
cut down, or barley and other corn partly superseded by oats ? 
Plausibility seems added to these questions by two passages in 
the same chapter. In one, Dr. Rees declares that “‘ only a few 
manors were at first able to avail themselves of the good markets,” 
and in the other he points out that “irregularities, such as fallow 
land being allotted to oats or crops being repeated on the same 
ground for two successive years, were common.” 

The description of the Black Death shows that, although 
pasture land predominated in Wales and the population was 
sparsely distributed, there is little difference to be detected 
between the rate of mortality it occasioned there and in other 
parts of the country, e.g. in the arable districts of England; 
recovery was perhaps somewhat quicker, but ‘‘ complicated ” by 
the Glyndwr Rebellion, the physical and social effects of which 
were widespread. 

This work constitutes a valuable addition to the bookshelves 
of both the economist and the historian. It is magnificently 
documented and indeed abounds in footnotes; an excellent 
glossary of Welsh and Latin terms is provided, and there is an 


adequate index. 
J. A. VENN 


Commercial Relations between India and England (1601 to 1757). 
By Bat Krisuna, Ph.D., Principal and Professor of 
Economics, Rajaram College, Kolhapur. (London: G. 
Routledge & Sons. 1924. Pp. xxii + 370. 14s. net.) 


Dr. Bat Krisuna has attempted to furnish students with 
a comprehensive history of the development of trade between 
England and India during the period when the East India 
Company was concerned, wholly or mainly, with commerce ; his 


narrative begins with the founding of the Company, and ends 
U2 
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with the year which is usually taken as marking the commence- 
ment of the epoch of territorial expansion. The method of attack 
is sound. The author rightly places little reliance on the incom- 
plete, and occasionally biassed, narratives which appeared during 
the eighteenth and nineteenth centuries; he has gone straight 
to the contemporary records, unpublished, and still largely 
uncalendared, has compiled his own figures, and has interpreted 
them with the aid of a considerable literature, set out in a 
condensed bibliography. 

In order to estimate the value of his work, it is necessary to 
consider first the appendices, comprising about 80 pages, mainly 
tabular matter, and representing an immense amount of labour. 
The figures are clearly displayed, and well referenced; such tests 
as it has been possible to apply indicate a high standard of 
accuracy, but the tables are not immaculate, being marred by 
occasional errors, which may be either misreadings, or misprints 
such as are to be expected in a book printed in England while the 
author was in India. The errors which have been noticed affect 
only single digits or details of description, and, taken as a whole, 
the statistical basis of the study may be accepted, though readers 
who wish to rest important conclusions on particular figures will 
be well advised to verify them from the sources. The narrative 
which rests on this basis is somewhat unequal, the opening chapter 
being the least satisfactory, but the important facts are brought 
out, and the conclusions drawn are usually sound, or at least 
arguable. The book is thus worthy of the attention of serious 
students. 

It is not, however, altogether easy reading, mainly, as it seems 
to me, because the author is servant rather than master of his 
sources. The result is seen in unexplained archaisms, such as 
“ disparate stock ”’ (p. 178) or “ kentledge ” (p. 245); in the use 
of obsolete units and trade-descriptions ; in uncritical reproduction 
of exuberant epithets ; and in sudden changes of standpoint, which 
at times make the text difficult to follow. A few examples of these 
difficulties must suffice. The author describes the trade in cotton 
cloth in terms of the “ piece,” but gives no warning to his readers 
of the uncertainty attaching to this unit. In the seventeenth 
century a “piece” varied from about 7 to 40 square yards 
according to the kind of cloth, and a fourfold increase in pieces 
might thus have coincided with a decrease in quantity : the unit 
did well enough for merchants, because the composition of the 
annual consignments did not vary greatly from year to year, but, 
used over a century or more, it may mislead rather seriously. 
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The failure to distinguish exports clearly from re-exports will 
puzzle students who know the present, and want to know the past. 
In chap. vii, for instance, the Indian exports treated in succession 
are piece-goods, tea, coffee, silk, saltpetre, and it takes very 
careful reading to discover that the tea and coffee were not 
Indian produce, while the other exports were. Again, the 
author first says correctly (p..32) that mace and nutmegs were 
yielded only by the Banda Islands, and then goes on to tell us 
that they were ‘ yielded” by Java and Borneo; the fact he is 
groping for is that Banda produce could occasionally be bought 
in other islands for re-export, but the student has to discover this 
for himself. As to obsolete trade-descriptions, it is enough to 
ask if one reader in a thousand will get any idea from the statement 
(p. 194) that ‘‘ Stained calicoes, Sooseys, Shalbaftas, Taffaties, 
Nillas, Ginghams, Pallampores, etc. were included in the list of 
prohibited goods.” 

These examples will show that the book is not altogether 
easy reading, and in fact there are enough difficulties to detract 
from its value to the student. There are also some defects in 
matters of form. The only map given is illegible without a lens; 
the sources of quotations are frequently not indicated with 
precision; and the introduction in them of italics without warning 
is an altogether undesirable practice. After making all necessary 
deductions, however, the book remains a monument of patient 
labour, containing an immense number of facts not readily 
available elsewhere, and discussed in a manner which commands 
respect, if not always agreement. The tone of the discussion is 
usually judicial, though here and there the adjectives are too 
strong; “ fatal,’ for instance on p. 65 sheuld be read as “ injuri- 
ous,” and “‘ inexpressible ”’ (p. 72) as ‘‘ very serious.”” An excep- 
tion to this general statement is the outburst of rhetoric on the 
subject of exploitation which begins on p. 164; it must be 
regarded as a blemish on the book, but, speaking for myself, I 
welcome all such signs that Indian opinion is becoming alive to 
the evils of exploitation, because they enable us to hope that 
by and by Indians will turn their attention to the exploitation 
of Indians by Indians, and so help to clean up one of the 
grimiest corners of the modern economic world. 

W. H. MoreLanpD 
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Free Trade and Peace in the Nineteenth Century. By HELEN 
BosANQuET. Publications de I’Institut Nobel Norvégien. 
Tome vi. (London: Williams and Norgate. 1924. Pp. 
155.) 

Is free trade conducive to peace? This question naturally 
suggests others. Can we find an answer to it by historical study ? 
Can we discover if free trade has actually promoted peace, and 
limitations to freedom war since 1776? Has history a verdict, 
and, if so, what is that verdict? The reader who asks these 
questions will find that they are kept alive and nourished 
by Mrs. Bosanquet’s volume. They are not extruded from his 
mind by an excess of historical minutiz, nor killed by a definite 
answer to them. It is the author’s purpose to give a general 
account of those episodes of thought and action which might be 
deemed revelant by an inquirer. The episodes, in themselves for 
the most part well known to the student of economic history and 
opinion, have been picked out of the context in which he usually 
finds them, and collected together with a very fair sense of their 
relative importance as data for our problem. Thus we can view 
them grouped in a single picture and can apprehend by one glance 
a greater mass of detail than we could if our author had not done 
this admirable piece of work. 

It should be said at once that this i» in no sense a book of 
propaganda. There is no array of arguments, no forensic mar- 
shalling of facts, no cunning selection, even, of those stories which 
have the right moral. The materials are dealt with in a strictly 
scientific and impartial spirit. The evils of unrestricted commerce 
are heavily emphasised. The many disappointed hopes of free 
traders are called to our attention. 

And what is the conclusion? The author does somehow lead 
us to the belief that free trade is conducive to peace. Let us 
scrutinise the path along which she takes us. The narrative is 
on the whole chronological, though there are some cross-country 
chapters dealing with the Navigation Acts, the slave trade, 
American history, and other matters. The evidence presented is, 
like most historical evidence of the kind, unprecise and inconclusive. 
The tale which we seem to be able to read is roughly this. A 
nation most commonly restricts trade in the interests of self- 
sufficiency. If, and only if, such a nation already has all the 
necessary resources, no harm results. ‘“‘ The great size and diversi- 
fied climates of the United States have enabled them to maintain 
a Protective policy without being driven, as Europe was at the 
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end of the century, to an aggressive search for new markets and 
new sources of raw material.”” The European nations, on the 
other hand, became involved in a “feverish competition for 
markets which has led not merely to devastating war and hardly 
less devastating preparations for war, but has greatly retarded 
the development of the resources in question.”’ The policy of the 
open door, however, pursued hy Great Britain rendered the evils 
less. 

It is clear why the aim of self-sufficiency should lead toa struggle 
for the sources of raw material. Mrs. Bosanquet does not make 
it quite so plain why it should cause more stress to be laid on the 
need for expanding markets. Perhaps she rather over-estimates 
the importance of self-sufficiency and is thereby led into making 
an exaggerated contrast between the policy of Great Britain and 
that of the continental nations. What they have sought (but to 
be accurate a distinction between Germany and France should 
be drawn) has been rather to develop the most up-to-date types 
of Gross Industrie within their own boundaries, and to acquire 
the prestige and dignity which their possession is supposed to con- 
fer and the social organisation which it entails. The party which 
drove the State in this direction was the high capitalist interest, 
seeking to become preponderant; this interest was already pre- 
ponderant in Great Britain. In her early chapters Mrs. Bosanquet 
points out that in the first half of the century those nations which 
rejected the advice of England to adopt free trade were, in fact, 
following the example which she had previously set. The imita- 
tion lasted on. To be like England remained the ideal; the 
means were necessarily different. Mrs. Bosanquet was probably 
thinking too much of Fichte’s Geschlossener Handelstaat, too 
little of List’s Manufakturkraft. In another place too she makes 
a somewhat rigid contrast between the conduct of England and 
that of other nations. Referring to Enfantin’s amendment of 
st vis pacem, para bellum, “‘if you would preserve peace, then 
prepare for peace,” she writes, ‘‘ England alone among nations 
has chosen the second way.” This is probably over-praise. 

Her conclusions may be put in general terms as follows. 
Since free trade leads to greater intercourse, it will promote 
deeper friendliness and mutual understanding, and so lessen the 
chances of war. But against this, greater intercourse involves 
more causes of friction. If, at the worst, these two effects cancel 
each other out, there remains the decisive consideration that the 
more free trade there is, the more nations lose by war, and 
so the less likely are they to indulge in it. This is the general 
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proposition; there is also a more special one. If a nation deter- 
mines by legal restriction or force to alter the course of trade, it 
matters not whether at the bidding of a sound economic long- 
period calculation, as in the protection of infant manufacturing 
industry, or in pursuit of the glory of a modern industrial civili- 
sation, she makes war more probable. And this is the more 
so, the less liberty her neighbour nations allow to the foreigner 
of buying and selling within their own frontiers. So far all is in 
favour of free trade. But free trade is capable of one cardinal 
sin. Free traders sometimes desire to coerce others into adopting 
free trade against their will. This may take the form of intrusion 
into backward countries by force of arms. Or it may cause com- 
mercial treaties to be drawn up when one party is likely to repent. 
Pitt’s treaty was a leading cause of revolutionary France’s hostility 
to England. Mrs. Bosanquet concludes that the advance to free 
trade by commercial treaty is more dangerous than advance by 
the direct independent action of the separate countries. Or it 
may lead merely to irritating and therefore belliferous exhortation. 
The story of how England preached free trade in vain after 1815, 
when other nations believed that it was in her interest but not in 
theirs, is well told. But this sin is not essential or peculiar to 
free trade. Any cause which becomes militant is a danger to 
peace. Therefore these arguments do not affect the main con- 
clusion in favour of free trade. 

And if all this seems clear by the light of reason, and in need of 
no additional illumination, then we have light too on the problem 
of how Mrs. Bosanquet succeeds in making materials, necessarily 
so inchoate, yield a conclusion. It is reason which addresses us in 
the guise, or disguise, of history. None the less the book is highly 
valuable. Every honest man will want to be assured that history, 
if silent, is at least diligently questioned. Most dishonest men 
will report spurious answers. This book is a comfort and a boon 
to honest inquirers. 

Few books that appear now are as delightfully printed as the 


publications of the Institut Nobel Norvégien. 
R. F. Harrop 


zechoslovakia: A Survey of Economic and Social Conditions. 
Edited by Dr. Josrer GruBER. (New York: The Mac- 
millan Company. 1924.) 
Tuts is a collection of essays by nineteen authors, of whom 
ten hold high posts in the Czech Civil Service, five are Professors 
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at Czech Universities or High Schools, and two are late Cabinet 
Ministers. The position of the authors accounts for a good deal 
in the book, which supplies an authoritative exposé by competent 
writers, but to which one can hardly look for independent views 
and still less for independent criticism. It might almost be 
described as a semi-official publication and slight touches of pro- 
paganda can be discerned in it, which, however, like most of 
the Czech official propaganda, is very restrained and unobtrusive. 
Important statistical material is supplied, and as a reference work 
the book is certainly valuable. 

Czechoslovakia enjoys an exceptionally fortunate position of 
internal economic balance; about equal numbers are engaged 
in industry and agriculture, and except in wheat, rye and meat, 
the produce of her agriculture covers, and more than covers, her 
requirements. In fact, the trade balance in food and drink is 
invariably favourable to Czechoslovakia, her exports of barley, 
hops, fruit, sugar, alcohol and beer by far exceeding her imports 
of cereals and meat. Similarly, although she possesses a well- 
developed wood and paper industry, her exports of timber exceed 
her imports. As for mineral resources, Czechoslovakia is very 
rich and exports considerable quantities of coal and lignite, in 
spite of the very high requirements of her own industries, which 
easily formed about three-fourths of the industries of Austria- 
Hungary. The value of textiles exported from Czechoslovakia 
as a rule exceeds the value of raw cotton and wool imported by 
her, z.e. the work of her textile industries more than covers 
payments made abroad for clothing her own population. Iron 
and steel, machinery and glass, form further important items of 
her export trade. 

Patriotic Czechs writing about the national resources, the 
agriculture and industries, the railways, and the postal organisation 
of their country, need merely state the exact facts to make the 
economic propaganda the country may require. Equally credit- 
able to Czechoslovakia is her record of currency management 
during the post-war period, when, alone of all the late belligerent 
countries of Central and East-Central Europe, she never engaged 
in wild inflation. More debatable, however, is her Government 
finance, with its vast expenditure on armaments and on an over- 
grown Civil Service, its excessive taxation of joint stock com- 
panies and its taxes on production, e.g. the coal tax; and here 
one feels in Professor Gruber’s book the omissions only too natural 
in a publication of an, in a way, semi-official character. Similarly, 
the article on Agrarian Reform is necessarily an ex parte state- 
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ment; written by an official of the office charged with the carrying 
out of the policy, it could hardly be expected to give the case of 
its opponents—and there is a good deal to be said on both sides. 

Most of the essays are in one respect rather imperfect : they 
base themselves mainly on pre-war figures or on the statistics 
for 1920 and 1921, which are hardly representative of anything 
like normal conditions. The Czechoslovak currency did not get 
stabilised till about the end of 1922; in November 1921 more 
than 400 Czech kronen were paid for the pound sterling, in the 
summer of 1922 even as few as 125. But only second in import- 
ance to movements of the Czech currency were for Czechoslovak 
trade those of the Austrian, German, Hungarian and Polish 
currencies; and as the latter three did not get stabilised until 
about a year ago, the figures of Czechoslovak trade even for 
1923 can hardly as yet be taken to give a picture of approximately 
normal conditions. It is to be hoped that a new edition of 
Professor Gruber’s book will soon be published, and that when 
this takes place the figures quoted in the various articles will be 
brought more closely up to date than is done in the present 
edition; for, surely, in a book published in September 1924 
one may expect to find more figures for 1922 and 1923 than 
appear in this work. Also, by better co-ordination between the 
various writers, a certain amount of tiresome repetition might be 
avoided. 

It is further to be regretted that when figures for the value of 
production, trade, etc., are quoted in Czech kronen, at least their 
approximate equivalents are not added in dollars; this would 
seem the more essential in view of the considerable oscillations 
which occurred in the value of the Czech krone between 1918 
and 1923. Naturally those very oscillations make a recalculation 
into gold extremely difficult, but without at least a rough estimate 
of that kind the figures are valueless for the foreign reader, or 
even misleading. Lastly, the use of the word “ billion ” should 
be avoided; in America (and also in this book, published in 
America) it is used for one thousand millions, whereas in Europe 
it usually stands for one million millions. In view of this uncer- 
tainty of meaning it would be preferable to give such sums in 


figures. 
L. B. NAMIER 
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NOTES AND MEMORANDA 


Tur COMMITTEE ON THE CURRENCY 


Report of the Committee on the Currency and Bank of England 
Note Issues. [Cmd. 2393.] 1925. Price 3d. net. 

Tuis Committee was appointed by Mr. Snowden on June 10, 
1924. At the outset the Committee’s reference was limited to 
the question, ‘‘ Whether the time has now come to amalgamate 
the Treasury Note Issue with the Bank of England Note Issue, 
and, if so, on what terms and conditions the amalgamation should 
be carried out.’ They heard witnesses about this from June to 
September, 1924. But at some later date—probably in January 
1925—the Committee decided to interpret their task so as to 
include the general question of an immediate return to the gold 
standard. They did not, apparently, at this second stage of their 
proceedings, hear any witness except the Governor of the Bank of 
England.!_ In the end this broader issue became the main topic 
of their Report, and the ostensible subject of their terms of 
reference is relegated to a few sentences in the two last pages. 

The Committee was a strong one, consisting of Lord Bradbury, 
Mr. Gaspard Farrer, Sir Otto Niemeyer and Professor Pigou.? 
But one cannot say the same of the Report. Their attitude seems 
to have been that, since a return to gold was in any case inevitable, 
it was useless to examine the objections and indiscreet to con- 
template the difficulties. Consequently the less said the better 
(the Report could be printed in eatenso in eight pages of the 
Economic JOURNAL), and it was wiser to utter a few conservative 
banalities than to tackle large questions. But the reader must 


1 The Committee state that ‘‘ proposals for substituting the price-level of 
commodities in general for gold as the regulating principle of the currency have 
been fully and carefully explained in evidence before us.’””> Amongst the small 
number of witnesses examined I am the only one named who is known to be an 
advocate of this principle. When I appeared before the Committee, however, 
the only question on which I was invited to give evidence was that of the 
amalgamation of the two note issues. My evidence-in-chief was wholly directed 
to this matter, as also was most of my cross-examination, though wider 
issues came in a few times incidentally. There is no indication what the evidence 
was, which is referred to in the above sentence, or from what quarter it came. 

2 Mr. Austen Chamberlain, who was the Chairman at the outset, resigned on 
accepting office as Foreign Secretary. 
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also feel, as he reads, that the Committee lacked intellectual 
interest in their subject, and were convinced from the start that 
there was little to be said on the subject which had not been 
said a hundred times already. 

The result is that the Report amounts to next to nothing, and 
is more remarkable for its omissions than for what it contains. 
Two matters which they thought it worth while to discuss were 
the objection that the restoration of parity is technically 
impossible, which no serious authority has ever maintained, and 
the idea of fixing the exchange at 4-79 (the rate existing last 
February) rather than at 4-86, which no one has ever proposed. 
Amongst the points, on the other hand, which they thought not 
worth mentioning, I pick out the following in particular. 

1. They dismiss without argument both the proposals for a 
devalued sovereign and those for a managed currency. This 
rules out most of the major problems, especially the importance 
of price-stability, the future prospects of gold-prices and the 
possible subordination of our credit system to that of the United 
States. Nevertheless, since a serious consideration of these 
questions would have led them far afield, the Committee’s 
decision, to limit itself to the practical problems arising out of 
the proposal for an early restoration of gold, is intelligible. 

2. But neither do they mention the proposals for international 
co-operation in the regulation of credit, so as to avoid cyclical 
price movements, which the Geneva Conference blessed in a 
famous resolution and of which Mr. Hawtrey is the foremost 
advocate. One might have expected that they would have 
coupled their advocacy of a return to gold with a warning against 
its possible vagaries and a plea for an organised scheme to mitigate 
them. But nota word; not a hint even that gold is, or could be, 
or ought to be, itself a managed currency. A fortiori, the 
Committee do not mention the possible connection between the 
working of the gold standard and the credit cycle, and between the 
latter and unemployment. They show no awareness of the fact 
that the connection between the management of the currency 
and the trade instability, of which unemployment is a leading 
symptom, is the main argument in favour of a managed currency, 
whether or not on a gold basis, advanced by its advocates. 

3. No one was in favour of restoring gold-convertibility a year 
ago—for the reason that to tie the sterling price-level to the 
gold price-level would have involved too violent a disturbance 
of the former. If we contemplate making the restoration shortly, 
the question for those who direct practical policy is to know how 
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much disturbance it would involve now. Itis not an easy question 
to answer, but it is impossible to act prudently without trying to 
answer it. The Committee prod.ice no arguments and no figures 
and content themselves with the conclusion that “‘ we must still 
be prepared to face a fall in the final price-level here of a significant, 
though not very large, amount, unless it should happen that a 
corresponding rise takes place in America.” 

They do not tell the Chancellor of the Exchequer that this 
question of the parity between the internal price-level and the 
external price-level is really a question of the parity between one 
set of internal prices, namely, those of which the sterling price 
x the sterling exchange is always at or near the world price, and 
those of which the sterling price x the sterling exchange is not 
sensitive to the prices of similar goods and services elsewhere ; 
and that it is partly the same problem as that of the disparity 
between the prices in what have come to be known as the 
‘‘unsheltered ” industries and those in the “ sheltered ”’ industries. 
An improvement in the sterling exchange necessarily lowers all 
the ‘‘ unsheltered ”’ prices, and if this is unaccompanied by forces 
tending to depress the “ sheltered’ prices to an equal extent, 
those who produce in the “ unsheltered ” industries are in obvious 
difficulties, because they are selling at the unsheltered price- 
level and, in part at least, buying and consuming at the sheltered 
price-level. 

It is not easy to measure the amount of the discrepancy 
between the two sets of prices. But it is certainly not measured 
by comparing the index-number of wholesale prices here with a 
corresponding index-number in America orin Germany. For such 
an index-number is largely made up of unsheltered prices, which 
are necessarily, whatever happens, nearly the same in both index- 
numbers; and the effect is to water down and to obscure any 
disparity between the movements in the sheltered prices here and 
elsewhere. 

My own guess is that, compared with 1913, sheltered prices 
here are, at the present rates of sterling exchange, perhaps as 
much as ten per cent. too high in comparison with the unsheltered 
prices, and that the injury thus caused to the competitive position 
of our exports in the international market is aggravated by the fact 
that in Germany, France, Belgium and Italy the sheltered prices 
are fully ten percent. toolow. I base this guess mainly on the cost- 
of-living index numbers and the price-of-exports index numbers. 

At any rate, whatever the answer, this is the essence of the 
practical problem ; and a Report which ignores it is not to the point. 
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4. Assuming that there is some disparity between the two 
sets of prices, the next question must be directed to the causal 
process by which equilibrium can, or will, be restored. There 
are three alternatives :— 


(1) the unsheltered prices may be raised relatively to the 
sheltered prices by a rise in world prices ; 

(2) the unsheltered prices may be raised relatively to the 
sheltered prices by a fall in sterling exchange ; 

(3) the sheltered prices may be lowered relatively to the 
unsheltered prices. 


The first of these alterations is outside our own control—it 
may, quite likely, come to our rescue, but to depend upon it is a 
gamble. The second is that which I should have preferred as 
being calculated to restore equilibrium with the least possible 
disturbance to the course of production and to industrial peace. 
If we reject this and decide, on the other hand, to aggravate the 
disparity by raising sterling exchange, we are bound to consider 
by what causal process the third alternative can be brought about. 

The Committee have made no attempt to analyse the facts ; 
but, in so far as they discuss the matter at all, they contemplate 
that the necessary readjustments can be achieved by raising 
bank-rate. How this will come about—that is to say, by what 
intermediate steps—they give no indication. Do they mean 
that, by raising bank-rate and by curtailing credit sufficiently, 
unemployment can be intensified without limit until, even in the 
unsheltered industries, wages move downwards? If so, one is 
bound to admit the theoretical possibility. If not, what precisely 
is the causal process which they envisage ? 

I suspect that their conclusions may be based on theories, 
developed fifty years ago, which assumed a mobility of labour 
and a competitive wage-level which no longer exist; and that 
they have not thought the problem through over again in the 
light of the deplorably inelastic conditions of our industrial 
organism to-day. 

But I suspect also a further confusion of ideas. High bank- 
rate has two distinct sets of consequences—one, its effect on the 
international flow of capital provided it is high relatively to the 
rate elsewhere, and the other its effect on the internal credit 
situation. Now the efficacy of high bank-rate—from the purely 
financial point of view—for preserving the parity of the gold 
standard largely depends upon the first set of consequences. If 
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bank-rate is made relatively high, the inflow of capital is stimulated 
and the outflow is retarded. If this tendency is set up strongly 
enough, the gold-parity and the financial equilibrium are com- 
pletely protected—at least for the time being—and there may be 
little restriction, if any, of internal credit. But, in this case, the 
industrial disequilibrium may remain—because the greater the 
success of the bank-rate in producing the first set of consequences, 
the less is its success in producing the second. 

For how would the process work out in practice? The high 
bank-rate is just as oppressive to the unsheltered as it is to the 
sheltered industries; and since the former are already working 
on a narrower margin of profit, it is they which are likely to go 
under first. Thus the high bank-rate may produce equilibrium 
(I do not say that it must)—not permanently, indeed, but for a 
longish time—by the progressive destruction of our weaker 
export industries and, at the same time, making good the deficit 
thus caused in our trade-balance by diminishing, to the necessary 
extent, the net outflow of capital. Foreign investment provides 
a sluice, the due regulation of which by means of bank-rate can 
maintain the internal price-level, for years together, either 
above or below the level outside—limited, nevertheless, in one 
direction by the volume of available savings, and by the other 
to the extent that we can live on our capital, or on what we should 
otherwise save. Since our available balance for new foreign 
investment has been, even since the war, of the order of 
£200,000,000 a year, we have this wide margin with which to 
provide for the closing down of our export industries and the 
support of those who were previously employed in them. 

Now the Committee are half-aware of this possibility and of 
the objections to it. They strongly deprecate the use of foreign 
credits for the support of the exchange. But they do not seem to 
notice that a high bank-rate, in so far as it attracts foreign short- 
loan-money to London, does exactly the same thing. 

The objections to the drastic restriction of credit at home 
are so pressing and so obvious in the present state of trade and 
employment, that there will always be a strong temptation to the 
Bank of England to redress any adverse movement of gold to 
the maximum extent by attracting foreign money and to the 
minimum extent by restricting home credit. The recent declara- 


1 To avoid misunderstanding, let me add here what I have argued elsewhere, 
that, in any case, I should like to see some transference of resources from the 
export trades to capital developments at home, and the use of the above- 
mentioned margin to finance the latter. But to bring this about satisfactorily 
would require quite a different policy from the above. 
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tions of the Chancellor of the Exchequer and the action of the 
Bank of England (at the time of writing) in squeezing up the bill 
rate, which is what counts in attracting foreign money, whilst 
leaving other rates unchanged, which are what matter to home 
credit, already point in this direction. And this is only natural, 
because the return to gold presents us with an unpleasant dilemma 
—the attraction of foreign money, which is admittedly unsound, 
or the restriction of home credit, which is deservedly hateful. 

These few remarks go only a little way towards elucidating 
the problem. But we have a right to expect that the authors 
of a Report which recommends high bank-rate as the panacea 
should present some sort of an account of how they expect their 
remedy to do the trick. 

5. Ricardo recommended an appreciable margin between the 
buying and selling prices for gold, namely £3 17s. 6d. for the 
former and £3 17s. 103d. for the latter. Sweden during the war 
took precautions to protect herself from a flood of redundant gold. 
The Genoa scheme for international credit control would be 
much facilitated if each country was responsible for its own 
stock of gold and was not free to unload its surplus at any time 
and in any quantity upon its neighbours. There are indeed many 
reasons—too many to discuss here—for reserving to ourselves, 
at this stage, some discretion to protect our currency against 
undue expansion. I attach very great importance to the Bank 
of England being relieved of the obligation to buy gold at a 
fixed price. Certainly the choice is of grave significance. But 
the oracle is dumb—the Committee do not mention it. 

In presenting this Report at the same time as his Budget 
speech, the Chancellor of the Exchequer declared that “‘ it 
contains a reasoned marshalling of the arguments which have 
convinced His Majesty’s Government.”’ From such a description 
one would expect an historic document which, whether one agreed 
with it or not, would take its place in the line of famous Memoranda 
which have moulded our currency policy in the past—at any rate 
an armoury of up-to-date arguments in favour of old-fashioned 
expedients. But we find instead a few pages, indolent and 
jejune. 

J. M. Keynes 
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INCOME AND OTHER TAXATION IN SaorstTAT EIREANN 


At this season of the year the thoughts of too many of us 
turn to examination papers, and to one such reader the Irish 
Free State controversy over income-tax provided a useful stimulus. 
Mr. Blythe’s budget speech, with its slight and slighting reference 
to the Cork proposals, has robbed the question of actual interest 
for the time being, but the preceding discussion was crowded 
with old friends and not altogether infertile of new ideas. 

** * * * * + * 

What Cork demanded was abolition of internal income tax. 
Taxation of income from foreign investments was to continue : 
internal income, whether from work, or waiting, or land, was 
to be free. It was calculated that well on towards half of the 
current yield of income-tax came from foreign investments 
and that the repeal of the internal tax would cost not much 
more than £2,000,000 per annum to the revenue. Mr. Blythe 
asserts that these calculations are erroneous. His official estimate 
of the yield of income tax on foreign investments is £500,000. 
If the Cork proposal were adopted the yield must anyhow 
fall to whatever figure would correspond with the irreducible 
minimum of external holdings which Ireland must keep. For if 
investments in Ireland were untaxed and foreign continued to 
be taxed Irish capitalists would press the sale of their foreign 
holdings, and buy from investors such Irish investments as are 
held abroad. Much of the basis for taxation would thus dis- 
appear, and existing holders of Irish investments would be several 
points per cent. in pocket by capital appreciation. But the real 
interest of the Cork Scheme is not in mundane practicalities of 
this kind. Let us ask rather what is to be said for and against 
the very general Southern Irish view that holders of ‘“ foreign ”’ 
securities may, with advantage to the community, be encouraged 
to bring their capital back to Ireland—+.e. to transfer it to 
Irish investments. I have said that this view is “ very general ”’ : 
that it is held by Mr. Blythe is implied in his warning to Saorstat 
charities to transfer their funds to home investments within 
three years. 

What is really gained to Southern Ireland by such “ recall 
of capital’? So far as it implies merely an exchange of holdings 
between Irish holders of foreign investments and foreign holders 
of Irish investments there would seem to be two kinds of loss to 


Ireland, and no economic advantage. The first loss is that 
No. 138.—voL. xxxv. x 
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indicated above, arising from the fact that, since ex hypothesi 
the change originates with Irish capitalists, they must press the 
sale of their foreign holdings and bid up the prices of the foreign- 
held Irish investments into which they exchange. The second 
loss is that the number of baskets which hold Irish investment 
eggs is reduced, with consequent increase of risk. The only 
item to set on the other side is reduction of double tax compli- 
cations. That, however, is, in the main, the investor’s business : 
if from that point of view it pays him to shift his investment he 
will do so without patriotic or penal inducement. No doubt 
those who urge return of capital are principally thinking of the 
financing of new investment in Ireland, 7.e. of the case where the 
holder of foreign securities sells out not with the idea of buying 
an old-standing Irish investment, but to provide an addition to 
the capital invested in Ireland. The Cork school is strongly 
infected with the idea that by abolishing tax on Irish internal 
income a large net addition to investment in Ireland could be 
accomplished, and that this addition would be highly advan- 
tageous to the country. 

It is, perhaps, not sufficiently appreciated that these hopes 
imply an underlying assumption that the demand for capital in 
Southern Ireland has considerable elasticity. If this is not so, 
if the marginal productivity of capital decreased rapidly with 
increase of supply, the bounty from differential taxation would 
be speedily offset and the net increase of investment in Ireland 
would be small. If capital tried to force its way back in the 
teeth of inelastic demand the situation would have points of 
analogy with the receipt by England of a large war indemnity 
from Germany in imports of manufactured goods. It is curious 
how little any of us learn either from our own or from other 
people’s experience. The £10,000,000 loan in Southern Ireland, 
assisted by a certain administrative activity, was eminently 
successful in inducing capitalists to exchange foreign holdings 
for the new national security. Part of the result has been an 
excess of imports which the politicians have difficulty in explain- 
ing. Everyone complains of the (partly) consequential increase of 
unemployment. And yet the sentimental desire to see capital 
flowing into Ireland is unabated. But, it may be said, abolition of 
income tax would create just that elasticity of demand for capital 
which is at present lacking. And, clearly, this point is of interest. 
Is it true that the remission would importantly extend the field 
for profitable employment of capital in Ireland? This will be 
so if, but only if, it induces Irishmen to organise more efficiently 
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and to discover new ways of turning to advantage their physical 
and geographical resources. 

That income taxation hampers development in one respect is 
evident. Professor Busteed is clearly right in his contention 
that the failure of the income tax to draw a distinction between 
more and less productive expenditure is a defect in it. There is 
truth, and important truth, in his contention that “‘a man’s 
wealth should be taxed not at the income, but at the exit—+.e. 
in his expenditure.’ It may, however, be questioned whether 
abolition of income tax is the right way to deal with this problem. 
It might be better to experiment in the direction of exempting 
from taxation the proportion of income which is saved. The 
technical difficulties would be great, but it may be doubted 
whether they are so great as those of ‘“‘ taxing luxuries,” which 
is the alternative to which Professor Busteed inclines. 

Apart from its supposed inhibition of enterprise the income 
tax is objected to by the Cork School as inherently inequitable, 
given the actual conditions of Irish economic organisation. The 
point is well taken that both the legal evasion of tax by farmers 
and its illegal evasion by small and medium businesses are pro- 
portionately much more important in Ireland than in England. 
It is a sound retort to those who urge the “ essential fairness ”’ of 
income tax that in its actual operation it is grossly unfair, and 
that it tends to envenom and pervert civic psychology. The 
farmers are constantly pressing for an enlargement of their 
existing legal privilege, the cheaters boast openly among their 
friends of success in defrauding the revenue, while those who will 
not or cannot cheat are depressed or exasperated by the sense 
of injustice. It is a nice question whether in such circumstances 
a Government will be best advised to aim at improvement of 
the defective instrument or to scrap it entirely. Mr. Blythe 
asserts plumply that he cannot afford the loss of revenue involved 
in abolition, and doubtless as things are this is true. It may, 
however, be questioned whether, on the other hand, he can 
afford to allow the existing defects in the tax to continue. The 
practical aspect of that question is raised by the reduction which 
he is making of ls. in the £. Assuming that he can afford 
a remission of a round £1,000,000 per annum, might it not 
have been well to use a part of this remission in ways which 
would tend to improve the working of the tax? Might not part 
of it have been allotted, e.g. to experiments in the detaxing of 
investment, as suggested above, and again a part to charging 


at a lower rate income statements which are backed by suitable 
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accounts as compared with those which are less satisfactorily 
supported? To the Cork School, which is convinced on other 
grounds that the tax ought to be scrapped, its actual inequities 
count simply as additional arguments against it. It is doubtful 
whether they will succeed, or ought to succeed, in bringing the 
general body of public opinion over to this solution. It may, 
therefore, be legitimate to express the hope that they will 
transmute their abolition campaign into attempts at detailed 
improvement. 

In itself, and apart from its relation to the income tax con- 
troversy, Mr. Blythe’s budget presents two main points for 
discussion. First the method by which a surplus for reduction 
of taxation is provided, and secondly the uses to which this surplus 
is put. The surplus is created by classing as “abnormal ’’ 
approximately one-fifth of the estimated total expenditure. 
The remainder of ‘‘ normal ”’ is then found to be nearly £2,000,000 
less than the estimated net revenue. An allowance being made 
for contingencies, £1,850,000 is shown available for reduction 
of existing taxes, and this is increased to just under £2,500,000 
by additions to the protective import duties. The reductions 
made are estimated to cost just under this figure in 1925-6, but 
considerably more, viz. £3,200,000, in 1926-7. Separation 
of “abnormal” from “normal” expenditure is notoriously the 
most delicate of all financial operations. So far as external 
indications can be trusted, the work seems to have been 
done conservatively, in view of the material improvement on 
the ‘‘abnormal”’ side of the financial outlook during the 
past twelve months. This improvement has two faces. Firstly, 
the total ‘‘ compensation ”’ bill arising out of past troubles can 
now be closely estimated, and turns out to be nearer £10,000,000 
than the figure of £30,000,000, which used to go the rounds. 
Secondly, the political eclipse of the extremists makes reduction 
of military expenditure more plausible from the point of view of 
security and less likely to raise difficulties in the army itself. 
Granted, however, that the items of expenditure scheduled as 
“abnormal” are certainly or probably non-recurrent, the root 
question still remains: if taxes are reduced will their yield 
in two or three years’ time balance the expenditure which 
will then be necessary? To this question Mr. Blythe gives 
a somewhat dubious answer. If all goes well politically, if the 
present reductions together with his protective duties and bounties 
stimulate economic activity, if, above all, “in the economic 
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field the people will face the new responsibilities, the new oppor- 
tunities, the new difficulties, that are theirs, there need be no 
fears for the future.” If, on the other hand, things do not go 
well, and very well, there will be serious difficulty in two years’ 
time. Mr. Blythe has used his surplus in three main ways. 
He has reduced the rate of income-tax from 5s. to 4s.; he has 
increased by £600,000, i.e. doubled, the relief to agricultural 
rates; he has abolished the tea duty and cut the duty on sugar 
to ld. per lb. Of these three changes the second seems the 
least defensible. The cut in income tax had to come some time, 
though it might have been better to begin by recasting the tax 
with a somewhat smaller loss of revenue. The reductions on 
tea and sugar are in part a set-off against the “ experimental ” 
protective duties on clothing and furniture. The wisdom of 
that protection is disputable, but the “ incidental” revenue 
will be raised with more regard to “ ability’ than by the old 
tea and sugar duties. But the concession of £600,000 a year 
to the farmers by relief of rates has little to commend it. The 
urgent need of agriculture is not remission of rates, but assistance 
in technique and marketing. Increased expenditure directed to 
those ends and to preparing the way for the use of electricity 
when the Shannon scheme matures might have begun at the 
rate of £60,000 a year and risen in ten years to the full £600,000. 
It would probably have been of far greater use to the farmers 
and would have left Mr. Blythe during the coming critical years 
a very valuable margin. 

It is hardly necessary to remark that the division between 
North and South must incite the Free State Financier to lean 
towards an optimistic policy. There is a natural desire to 
prove by actual figures that independence pays. It is on the 
whole remarkable how firmly the Southern Cabinet has stood 
up against this temptation. The cuts in old age pensions 
and in the pay of postal servants may be instanced. I have, 
however, the feeling that public opinion has pushed them into 
forcing the pace of reduction of taxes in a somewhat dangerous 
degree in view of the need for constructive expenditure in the 
next five years. The following points may be noted. The 
reduction of income tax is estimated to cause a loss of £1,000,000 
in 1926-7, but only £200,000 in 1925-6. This difference of 
£800,000 must be made good by reduction of normal expenditure 
or by growth of revenue. In other words, the actual surplus 
only provides for one-fifth of the estimated cost of the reduction. 
The expenditure reckoned as normal includes interest on the 








310 THE ECONOMIC JOURNAL [JUNE 


existing debt and £340,000 of sinking fund. That £340,000 will 
not much more than cover the additional interest which will be 
payable in 1926-7 on the enlarged debt. The yield of the spirit 
duties is declining, and will, we may hope, be further reduced 
as a result of the detaxing of tea, and still more of sugar, and, 
as'Mr. Blythe points out, his protective duties are intended to 
yield less revenue as they succeed in their purpose, and finally 
to be removed. There are points to be made on the other side. 
Assuming political stability, appreciable further economies should 
be possible in all departments. Again the detaxing of tea and 
sugar may contribute more to decline in the index figure of cost 
of living than increased cost of clothing and boots to raise it. 
Apart from this the mere continuance of stability should bring 
down the index figure towards the British level, with a consequent 
saving on official salaries. Finally, upon the whole, the yield 
of duties seems to have been very conservatively estimated. 
I shall, personally, be surprised if the actual revenue does not 
materially exceed the estimates in the current year. These 
considerations need not be further elaborated, for Mr. Blythe’s 
speech is commendably frank. He clearly indicates that he is 
taking big risks. 

To sum up: this 1925 budget is bold, but in no sense fool- 
hardy. With good fortune it should prove possible to maintain 
the reductions which have been made and to show a complete 
balance of revenue and expenditure, including sinking fund 
provision, on a debt whose ‘“ unproductive’ part need not, 
apparently, exceed a round £20,000,000. With less good fortune 
the position will be “ tight,’ but in no sense irretrievably so. 
Whilst for really bad luck—a recrudescence of civil war or 
disastrous outcome of the Shannon adventure—no present 
financial measures could provide. It would have been, in my 
opinion, stronger finance to make smaller reductions and to use 
them more constructively, but a budget is no place for counsels 
of perfection. I only hope that the average British budget for 
the next five years may be as sound, as human and, on the whole, 
as strong as Mr. Blythe’s finance in the present and the past 


two years. 
H. O. MEREDITH 














—_— we 





1925] THE GOLD STANDARD ACT, 1925 311 


THe Gotp StanparpD Act, 1925. 


The text of this Act is reproduced below :— 


To Facilitate the return to a gold standard and for purposes connected 
therewith. 


1.—(1) Unless and until His Majesty by Proclamation 
otherwise directs— 


(a) The Bank of England, notwithstanding anything in any 
Act, shall not be bound to pay any note of the Bank 
(in this Act referred to as ‘‘a bank note ’’) in legal coin 
within the meaning of section six of the Bank of England 
Act, 1833, and bank notes shall not cease to be legal 
tender by reason that the Bank do not continue to pay 
bank notes in such legal coin : 

(6) Subsection (3) of section one of the Currency and Bank 
Notes Act, 1914 (which provides that the holder of a 
currency note shall be entitled to obtain payment for 
the note at its face value in gold coin) shall cease to 
have effect : 

(c) Section eight of the Coinage Act, 1870 (which entitles 
any person bringing gold bullion to the Mint to have 
it assayed, coined and delivered to him) shall, except 
as respects gold bullion brought to the Mint by the 
Bank of England, cease to have effect. 


(2) So long as the preceding subsection remains in force the 
Bank of England shall be bound to sell to any person who makes 
a demand in that behalf at the head office of the Bank during 
the office hours of the Bank, and pays the purchase price in any 
legal tender, gold bullion at the price of three pounds, seventeen 
shillings and tenpence halfpenny per ounce troy of gold of the 
standard of fineness prescribed for gold coin by the Coinage Act, 
1870, but only in the form of bars containing approximately four 
hundred ounces troy of fine gold. 

2.—(1) Any money required for the purpose of exchange 
operations in connection with the return to a gold standard may 
be raised within two years after the passing of this Act in such 
manner as the Treasury think fit, and for that purpose they may 
create and issue, either within or without the United Kingdom 
and either in British or in any other currency, such securities 
bearing such rate of interest and subject to such conditions as 
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to repayment, redemption or otherwise as they think fit, and 
may guarantee in such manner and on such terms and conditions 
as they think proper the payment of interest and principal of 
any loan which may be raised for such purpose as aforesaid : 

Provided that any securities created or issued under this 
section shall be redeemed within two years of the date of their 
issue, and no guarantee shall be given under this section so as 
to be in force after two years from the date upon which it is 
given. 

(2) The principal and interest of any money raised under this 
Act, and any sums payable by the Treasury in fulfilling any 
guarantee given under this Act, together with any expenses 
incurred by the Treasury in connection with, or with a view to 
the exercise of, their powers under this section shall be charged 
on the Consolidated Fund of the United Kingdom or the growing 
produce thereof. 

(3) Where by any Appropriation Act passed after the 
commencement of this Act power is conferred on the Treasury to 
borrow money up to a specified amount, any sums which may 
at the time of the passing of that Act have been borrowed or 
guaranteed by the Treasury in pursuance of this section and are 
then outstanding shall be treated as having been raised in 
exercise of the power conferred by the said Appropriation Act 
and the amount which may be borrowed under that Act shall be 
reduced accordingly. 

3. This Act may be cited as the Gold Standard Act, 1925. 





The following comments may be made :— 


1. After an interval of more than 100 years, Ricardo’s Ingot 
Plan (first outlined in 1811) is, in effect, adopted by Section 1 (2) 
of the new Act. Ricardo’s ingot was to contain twenty ounces 
troy of fine gold.1_ In these larger days the size is raised to 400 
ounces—worth nearly £1700. Dr. Bonar’s most interesting 
article on Ricardo’s proposals (ECONOMIC JOURNAL (1923), Vol. 
XXXIII., p. 281) is worth re-reading in the light of the new Act. 

2. The repeal of the right of members of the public to present 
gold for mintage (Section 1 (1)(c)) is not so important as it 


1 Under the temporary clauses of the Resumption Act, 1819, the Bank was 
liable to redeem its notes in ingots of 60 ounces. Particulars of actual trans- 
actions under these clauses and also an illustration of Ricardo’s ingot are given 
in the Economic JOURNAL (1923), Vol. XXXTIII., p. 591. 
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appears at first sight, because Section 4 of the Bank Charter Act, 
1844, remains in force. This section runs as follows :— 

“‘ All Persons shall be entitled to demand from the Issue 
Department of the Bank of England, Bank of England notes in 
exchange for gold bullion, at the rate of £3 17s. 9d. per ounce of 
standard gold .. .” ; 

Thus we are not to follow (at present) the precedent set by 
Sweden of reserving to ourselves a discretion not to accept 
unwanted gold in unlimited amounts. Nor are we to have the 
limited protection recommended by Ricardo of widening the 
limits between the buying and selling prices (he suggested 
£3 17s. 6d. for the former). 

3. The new obligation placed on the Bank under Section 1 (2) 
to provide gold bullion by weight instead of sovereigns by rate 
avoids the slight uncertainty which used to exist as to the exact 
gold points owing to the possibility of the sovereigns obtained 
being below full weight. The points now depend solely upon 
interest, freight and insurance. The freight rate outwards has 
been recently raised to 5s. per cent. On this basis and at current 
interest rates Messrs. Samuel Montagu and Co. put the gold 
export point at $4°843 to the £. The gold import point is stated 
to be in the neighbourhood of $4°90. 

4, Convertibility from, and into, gold is limited to Bank of 
England notes. Currency notes remain legal tender, but are 
made absolutely inconvertible. Thus there is no way of obtaining 
gold for export except by acquiring Bank of England notes. 

5. The Chancellor of the Exchequer announced that he had 
arranged borrowing powers under Section 2 of the Act with the 
Federal Reserve Board up to $200,000,000, and with Messrs. J. P. 
Morgan up to $100,000,000. No charge will be made for the 
former if it is not used. For the latter a commission of 1} per 
cent. is to be paid for the first year and half that amount for 
the second if the credit is not used. Thus £375,000 will be paid 
if the credit is not used at all. J. M. K. 
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Copy of a Statement of Revenue and Expenditure as laid before 
the House by the Chancellor of the Exchequer when opening 


the Budget. 


1925. 


Price 3d. net. 


Tuts White Paper, as usual, contains several of the most 
important statistics of the year. 
reproduced below for convenience of reference :— 


Certain of the chief tables are 


Debt Maturing Year by Year (approximate Totals).t 




















Year. Security. Internal. External. Total. 
£ £ £ 
1925-26 | 5% National War Bonds, 1 April, 1925 3,575,000 - \ 
5°, Treasury Bonds, 1 May, 1925 P 23,646,000 — + 36,089,000 
5% National War Bonds, 1 Sept., 1925 8,868,000 -- J 
1926-27 | 5% Treasury Bonds, 1 February, 1927 110,132,000 —_— ? 113,214,000 
Central Argentine Rly. Co., $15,000,000 ~-- 3,082,000 | § — 
1927-28 | 4% and 5% National War Bonds, and 
34°% War Loan 1925-8 . ‘ 335,915,000 a 335,915,000 
1928-29 | 4% and 5% National War Bonds 492,174,000 —_ \ 495,515,000 
53° Straits Settlements Dollar Loan — 3,341,000 a 
1929-30 | 54 Treasury Bonds and 3% sista 
Bonds . ‘ 46,277,000 _ ) 
5b% 10-year Bonds, $48,27 6,700 . -- 9,920,000 60,512,000 
5% Straits Settlements Dollar Loan “= 4,315, 000 J 
1930-31 | 53° Treasury Bonds . 134,741,000 — 134,741,000 
1932-33 | 44°, Treasury Bonds . 121,266,000 -- 121,266,000 
1933-34 | 4%, and 44% Treasury Bonds : 78,733,000 + on 
5% Straits Settlements Sterling Loan . 1,753,000 — } 80,486,000 
1936-37 | 53% 20-year Bonds, $143,587,000 -— 29,504,000 29,504,000 
1940-41 | Anglo-French Loan 43°; Bonds, $13,850 -- 3,000 3,000 
1942-43 | 4% War Loan, 1929-42 65,861,000 — 65,861,000 
1944-45 | 43% Conversion Loan 210,587,000 — 210,587,000 
1945-46 | 44° War Loan, 1925-45 12.804,000 a 12,804,000 
1947-48 | 5° War Loan, 1929-47 1,986,986,000 -- 1,986,986,000 
430 Victory Bonds* 349,796,000 _ 349,796,000 
o F unding Loan* 394,874,000 — 394,874,000 
343 Conversion Loan* 708,931,000 — 708,931,000 
Funded Debt (Consols, &c. ‘ 313,759,000 -- 313,759,000 
Terminable Annuities ‘ 13,053,000 -—- 13,053,000 
Treasury Bills . ; 575,610,000 — 575,610,000 
Ways and Means Advance es” 166,585,000 = 166,585,000 
National Savings Certificates 368,850,000 —- 368,850,000 
Loans from certain Allied Governments — 135,700,000 135,700,000 
U.S.A. Government Loan—* 
$4,554,000,000 A . —- 935,753,000 | 935,753,000 
Total outstanding on 31 March, 1925 . | 6,524,776,000 | 1,121,618,000 | 7,646,394,000 











+ The amounts shown for National War Bonds are the Nominal totals, and do not include 


premiums. 


National Savings Certificates are shown at issue price, exclusive of accrued interest. 








External debt is shown at par of exchange. Loans marked * are being repaid by specific statutory 


Sinking Funds. 





\ 
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Tue Estimatep Rates CoLLECTED By LocaL AUTHORITIES 


England 
Scotland 


IN 1924-25. 


and Wales 


£ 


142,000,000 


17,887,000 


It is estimated that this total was divisible as follows, viz. :— 


England and 
Wales. 
£ 
On Relief of the Poor 30,400,000 
», Education 30,400,000 
», Police ? 8,900,000 
,, Other services . 72,300,000 


Scotland. 


£ 
3,559,000 
4,359,000 
965,000 
9,004,000 





£142,000,000 £17,887,000 





Loans TO ALLIES AND DOMINIONS. 





The amounts owing by the Dominions and Allies as on 31st 


March, 1925, are :— 


War Loans :— 
Dominions— 
Australia . 
New Zealand 
South Africa 
Other Dominions and ‘Colonies 


Allies— 
Russia 
France 
Italy 
Serb-Croat-Slovene Kingdom 
Portugal, Roumania, Greece and 
other Allies 


Relief and Reconstruction Loans :— 

Austria 
Poland 
Roumania 
Serb-Croat-Slovene Kingdom 
Other States 

Belgian Reconstruction Loan 

Belgian Congo Reconstruction Loan 


£ 
88,098,000 
28,681,000 
11,884,000 
1,146,000 


756,705,000 
620,224, 000 
582,510,000 

29,905,000 


73,107,000 


11,340,000 
4,770,000 
2,235,000 
2,388,000 

944,000 
9,000,000 
3,550,000 


129,809,000 


2,062,451,000 


34,227,000 
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Other Loans :— 
Stores, &c.— 
France. : ‘ : : 6,726,000 
Greece. ; , ; ‘ 395,000 
Armenia . ; : , ‘ 908,000 
Repatriation— 
Poland . : ; Z : 168,000 
Czecho Slovakia ; ‘ ‘ 826,000 
Roumania , é : ‘ 138,000 
Serb-Croat-Slovene Kingdom 187,000 
Latvia ? , , ; 130,000 
——_—_—_— 9,478,000 
£2,235,965,000 





EstaTE Dory. 

It is proposed to increase the rates of Estate Duty payable in 
respect of estates exceeding a net principal value of 12,5001. and 
not exceeding a net principal value of 1,000,0001., as shown in 
the following table. 


Estate Duty.—Alteration of Scale. 














Rate per cent. for each range. : 
: Increase in 
Principal Value of Estate. Present Proposed in rate 
Rates. Rates. per cent. 
Exceeding Not Exceeding 
£ £ 
100 500 1 1 
500 1,000 2 2 
1,000 5,000 3 3 No change. 
5,000 10,000 4 4 
10,000 12,500 5 5 
12,500 15,000 5 6 1 
15,000 18,000. : 6 7 1 
18,000 21,000. ; 6 and 7 8 lor 2 
21,000 25,000. : ‘3 9 2 
25,000 30,000. : 8 10 2 
30,000 35,000. ; 9 11 2 
35,000 40,000. ‘ 9 12 3 
40,000 45,000 : ; 10 13 3 
45,000 50,000 . 10 14 4 
50,000 55,000 xj. : 11 15 5 
55,000 65,000 : 5 11 and 12 16 4or5 
65,000 75,000. ‘ 12 and 13 17 4or5 
75,000 85,000 ; P 13 18 5 
85,000 100,000. : 13 and 14 19 5 or 6 
100,000 120,000. : 14 and 15 20 5 or 6 
120,000 140,000 E 15 and 16 21 5 or 6 
140,000 170,000 ‘ : 16 and 17 22 5 or 6 
170,000 200,000. : 17 and 18 23 5 or 6 
200,000 250,000 ‘ 19 and 20 24 4or5 
250,000 325,000. : 21 and 22 25 3 or 4 
325,000 400,000. : 22 and 23 26 3 or 4 
400,000 500,000. . 24 and 25 27 2or3 
500,000 750,000 : 26 and 27 28 1 or 2 
750,000 1,000,000. ‘ 27 and 28 29 lor 2 
1,000,000 1,250,000 . ; 30 30 
1,250,000 1,500,000. : 32 32 y 
1,500,000 2,000,000 |. 35 35 near 
2,000,000 ‘ ‘ ; 40 40 
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IncoME Tax. 


I.—Rate. 


It is proposed to reduce the Standard Rate of Income Tax 
from 4s. 6d. to 4s. Od. in the £. 


II.— Differentiation in favour of “ Earned” Income. 


It is proposed to increase the relief to “earned ”’ income 
from a deduction of one-tenth of the earned income, subject 
to a maximum deduction of 200]., to a deduction of one-sixth 
of the earned income, subject to a maximum deduction of 
2501. 

It is proposed to regard as earned income the investment 
income of taxpayers whose age is 65 years or more, and whose 
total income does not exceed 500]. In the case of married 
persons, this relief will be granted when either spouse is of the 
age stated. 


III.—Super-tax. 
It is proposed to reduce the rates of Super-tax. Details of 
the present and proposed scales are shown in the following 
table :— 














Existing Proposed 
Rates Rates in 
in the £. the £. 
gs. d. s. d. 
On the first 2,0001. of the income F ? Nil Nil 
On the next 500/. (to 2,500/.) : - ; 1 6 0 9 
a 5001. (to 3,000/.) . 2 6 1 0 
ss 1,000/. (to 4,000/.) . 2 6 1 6 
mA 1,0002. (to 5,000/.) . 3.0 2 3 
a 1,0002. (to 6,000/.) . 3. «6 3 0 
z 1,0002. (to 7,0002.) . 4 0 3 6 
pr 1,0002. (to 8,0001.) . 4 6 3 6 
ee 2,000/. (to 10,0007) 5 0 4 0 
Be 5,0007. (to 15,0002.) 5 0 4 6 
me 5,000/. (to 20,0007.) 5 0 5 0) No 
a 10,0002. (to 30,0007.) 5 6 5 6} she 
On the remainder (above 30,000/.) 6 0 6 0}° aia ia 
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INcoME Tax AND SUPER-TAX. 


Amount of tax, and effective rate of tax per pound of income, 
on specimen incomes. 1924-25 and 1925-26. 


Married Couples without Children. 




















Charge for 1924-25. Proposed Charge for 1925-26. 
A If Income all If Income all “ In- If Income all Tf Income all “ In- 
— ** Earned ’’ Income. | vestment’”’ Income. | ‘‘ Earned ’’ Income. | vestment ’” Income. 
h- 
come. 
o eo o o 
Income Tax | 2; | Income Tax | £5 | Income Tax | 2% | Income Tax | 2; 
(including os (including os (including oe (including Ss 
Super-tax, Pa} Super-tax, | £2 Super-tax, Pato} Super-tax, es 
if any). 3 if any). 5 if any). a if any). S| 

£ s. 4,1 @ @ £ $4: 4: £ 4: a.) 2. & £& 8. d.| 8. d. 
250 _ _— 216 3 24 _ _ 210 0 24 
300 5 1 3 4 8 8 9 64 210 0 2 710 O 6 
350 10 2 6 7 14 1 3 93 613 4 43 12 10 0 8} 
400 15 3 9 9 1913 9; 1 0 10 16 8 63 17 3 0 103 
500 25 6 3; 1 0 36 11 ¢& 1 5} 19 3 4 9 3210 OO} 1 3% 
600 4511 3};1 6 59 1 3/111} 3210 0;1 1 6210 Oj}; 1 9 
700 65 16 3] 1 103 8111 3/2 4 49 3 4/1 5 7210 O|2 1 
800 86 13/2 2 104 1 3;2 7 6516 8] 1 7} 9210 0;2 4 
900 106 6 3; 2 43 126 11 3] 2 10 82 10 0] 110 112 10 O12 6 
1,000 12611 3; 2 63 149 1 3/3 0 99 3 4/2 O 132 10 0/2 8 
1,250 177 $ 91 2 10 205 6 3/3 33 140 16 8/2 3 182 10 0; 211 
1,500 22716 3] 3 0} 26111 3); 3 6 182 10 0/2 5 232 10 0; 3 1 
2,000 329 1 3] 3 34 374 13/3 9 282 10 0} 2 10 332 10 0; 3 4 
2,500 479 1 3] 310 524 1 3,4 2} 401 5 O| 8 23 451 5 0| 8 7% 
3,000 641 11 3] 4 33 686 11 3,4 7 5626 5 0; 3 6 576 5 0; 8 10 
4,000 991 11 3] 4114] 108611 3,5 2 801 5 O| 4 0 851 5 0] 4 8 
5,000; 1,366 11 3] 5 54] 141111 3/5 8 1,113 15 O} 4 53] 1,163 15 O}] 4 8 
6,000| 1,766 11 3] 5 104] 1,811 11 3] 6 O} 1,463 15 O| 4 104] 1,513 15 0} 5 O8 
7,000} 2,191 11 3] 6 3 2,286 11 3] 6 43) 1,838 15 O] 5 1,888 15 0| 5 5 
8,000} 2,641 11 3] 6 74] 2,686 11 3); 6 83 2,213 15 Oj; 5 63] 2,268 15 OO} 5 8 
9,000| 3,116 11 3] 611 | 3,161 11 3] 7 O8 2.61315 O|] 5 93] 2,663 15 0] 5 11 
10,000} 3,591 11 3/7 2 3,636 11 3] 7 34 3,018 15 0/|] 6 Of] 3,063 15 0] 6 1 
15,000} 5,966 11 3] 7 114] 6,011 11 3]; 8 0O 5,188 15 0]; 6 10 5,188 15 0]| 611 
20,000} 8,341 11 3] 8 8,386 11 3] 8 44 7,388 15 0] 7 43] 7,488 15 0} 7 5 
25,000| 10,841 11 3] 8 10,886 11 3] 8 83] 9,763 15 O|] 7 98! 9,813 15 0} 7 10 
30,000} 13,341 11 3] 8 104/18,386 11 3] 8 11 | 12,188 15 O/; 8 1 {12,188 15 O|] 8 1} 
40,000} 18,591 11 3] 9 34/18,636 11 3] 9-4 117,1388 15 0); 8 17,188 15 0|8 7 
50,000} 23,841 11 3] 9 63/23,886 11 3]| 9 63) 22,1388 15 Of] 8 103/22,188 15 OO] 8 103 
100,000| 50,091 11 3/410 O |50,1386 11 3/10 03) 47,1288 15 0} 9 5 |47,188 15 0|} 9 5k 
150,000} 76,341 11 3/1 2 |76,3886 11 3|10 2/72,188 15 0| 9 73/72,188 15 0] 9 7 





























OTHER OFFICIAL PAPERS 


Industrial Fatigue Research Board. Report No. 28. The 
Function of Statistical Method in Scientific Investigation, 
By G. Upny Yue, F.R.S. 1924. 6d. 
THE aims and purposes of statistical methods are shown by 
instructive examples. 





Statement of Moral and Material Progress and Condition of India 
during the Year 1923-24. Fifty-ninth Number. Cmd. 2311. 
2s. 6d. net. 

Tue financial history of 1923-24. The action of Government 
with respect to Industries, Agriculture, Forests and other 
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Departments are set forth in a chapter on ‘‘ The Economics of 
Administration.”” Another chapter which specially concerns 
the economist is that headed ‘‘ The People and their Problems ”’ ; 
showing some progress in material welfare. Exportation of 
corn has revived; a matter for congratulation, since the expor- 
table minimum provides a reserve which can be retained in case 
of necessity. Money wages are overtaking the cost of living; 
real wages are rising. Average income, falsely alleged to be 
only Rs. 30 for all India, is found by provincial statistical 
inquiries, taking account of payments in kind, to be much greater, 
e.g. Rs. 100 for the Residency of Madras. But progress is 
retarded by the ‘‘ Indian outlook on life ”—extravagant festivals, 
joint family life, excessive fecundity, religious sentiments 
prohibiting the use of certain foods, objection to female labour. 
“ The whole social system of India is designed to facilitate, not the 
production or accumulation of wealth, but the preservation of 
certain traditional ideas.” Improvement is expected from 
Co-operation, which is spreading rapidly, from Education and 
Sanitation. 





League of Nations. Double Taxation and Evasion. Report and 
Resolutions Submitted by the technical experts to the Financial 
Committee of the League of Nations. (Geneva, 1925.) 1s. 6d. 


THE report of experts appointed in 1922 by the Financial 
Committee. They have profited by the investigations of the 
four economists whose report is noticed in the Economic JOURNAL, 
1923. 





First Report of the Royal Commission of Food Prices; with 
Minutes of Evidence and Appendices. Vol. I. Cmd. 2390. 


THE Commission find among other general conclusions—that 
food prices are higher than in 1914 mainly owing to the fall of 
the purchasing power of money, that the relation between 
wholesale and retail food prices is not far different from what it 
was before the war. After enquiring minutely into the conditions 
of the principal food industries, they argue that State trading 
in wheat and meat would not be advantageous. They recommend 
the establishment of a permanent Food Council to supervise the 
staple food trades. 
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The International Balance of Payments of the United States. 


THE third annual statement of the U.S. Secretary of Commerce 
has just been published. The following details are taken from 
the summary telegraphed to The Times. The statement shows 
that foreign investments of American residents increased by 
nearly $1,000,000,000, to $9,090,000,000 during the year 1924, 
and American tourists spent $600,000,000 abroad, against 
$500,000,000 in 1923. At the same time deposits to the credit 
of foreigners in the United States increased by well over 
$200,000,000, to between $700,000,000 and $800,000,000. 

The principal credits and debits of the balance-sheet are 
shown as follows :— 

(Millions of dollars.) 





—_— Credit. | Debit. | Balance. 





CurRENT ITEMS. 


Visible current items :— 














Merchandise . . ..+ « « « « « « | 621% | 3,6417 + 970 
Invisible current items :— 
Interest and dividends . ..... . 614 150 + 464 
Ocean freights wr ee eee 75 68 + 8 
Governmental payments . “Toe we RP 5 — 5 — 656 
Services to tourists . , we 100 600 — 500 
Charitable and missionary expenditures suas a= 55 — 55 
Immigrants’ remittances eo ak a)! Xe = 300 — 300 
Total invisible current items . . 790 1,178 — 388 
Total current items other than gold and silve er . 5,411 4,829 + 582 
MOVEMENT OF CAPITAL. 
New foreign loans, exclusive of refunding . . = 795 — 795 
Sale and purchase of outstanding securities . . 319 114 + 205 
Foreign bonds paid off . Stee: sar aos) gs 45 ~- + 45 
Principal of Inter-Allied BM ee gk 23 — + 23 
United States papercurrency . . . .. . — 50 — 60 
Total, capital items . 387 959 — 572 
GOLD AND SILVER. 

Cl en ee Ne ce gee an CN ae 62 320 — 258 
Silver . * % 110 74 + 36 
Total, gold andsilver . . . . . | . 172 394 — 222 
Total, allitems. . 5,970 6,182 — 212 

Add increase in foreigners’ bank deposits, as 
revealed by questionnaire. . . -- — + 216 
Balance (representing errors and omissions) ; aa — + 4 














* Includes $30,000,000 for unrecorded parcels post packages. 
+ Includes $40,000,000 for smuggled liquors. 


It is not pretended that this calculation is free from error. 
Possibly, says Mr. Hoover, some of the items may be as much as 
$100,000,000 away from the truth. 
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“The year’s developments,” he adds, “gave the United 
States a stronger position than ever in international finance. The 
United States is now the world’s greatest investor, and the dollar 
is commonly used as a basis for international transactions even 
when the United States is not directly concerned, whereas ten 
years ago the New York foreign exchange market was com- 
paratively insignificant and the nation was heavily indebted to 
Europe. Our total foreign holdings, excluding debts owed to 
our Government, amount to about $9,000,000,000, having 
increased by $1,000,000,000 during the year. 

“The increasing importance of the unrecorded items in 
explaining our international trade is shown by the fact that in 
1924 they were equivalent to roughly 22 per cent., of our total 
exports and 34 per cent. of our total imports, whereas in the 
period between 1896 and 1914 they were reckoned as only 8 
per cent. and 33 per cent., respectively.” 

Mr. Hoover estimates the distribution of American invest- 
ments abroad about as follows, the first figure in each case 
representing Government guaranteed obligations, the second 
industrial securities and direct investments :—Canada and 
Newfoundland, $1,060,000,000 and _ $1,400,000,000; Latin 
America,  $840,000,000 and  $3,200,000,000; Europe, 
$1,500,000,000 and $400,000,000; Asia and Oceania, $440,000,000 
and $250,000,000. Total for Canada and Newfoundland, 
$2,460,000,000; for Latin America, $4,040,000,000; for Europe, 
$1,900,000,000; for Asia and Oceania, $690,000,000. 





Notes ON AUSTRALIAN AFFAIRS 
(From our Australian Correspondent.) 


Tue Australian Prime Minister (Mr. Bruce) has announced 
that an amicable working agreement is about to be completed 
with the Imperial Government in regard to immigration, and 
under the scheme a large expenditure will be involved. But 
Australians are somewhat perplexed by recent happenings. 
They are prepared to welcome suitable persons, preferably of 
British or Nordic stocks, provided the State duly controls their 
admission. But when, as early in the present year, a foreign 
steamer unexpectedly brings to these shores some 800 passengers, 
derived from almost every European country and including 
Italians, Greeks and Jugo-Slavs, it seems to many wise to 
take stock of the position generally. The United States has 

No. 138.—voL. XxXv. Y 
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already fixed definite quotas for immigrants. New Common- 
wealth regulations are in force until 31st March, requiring foreign 
migrants to prove they are in possession of at least £10 in cash, 
and some of the recent arrivals who were unable to do this were 
prohibited from landing. When it is remembered that many 
of the new-comers cannot speak English and are consequently 
handicapped in seeking for work, the possibility of early exhaus- 
tion of their funds and consequently of becoming a charge upon 
the public revenues has to be borne in mind. The policy of the 
Federal Government has been declared by the Prime Minister, 
and the Victorian Premier (Mr. Allan) has been advised as follows : 


‘““My ministry is fully alive to the desirability of con- 
serving settlement in Australia to peoples of British origin. 
No encouragement or assistance is offered to immigrants of 
alien origin. The Ministry is incurring heavy expenditure in 
its efforts to secure suitable British settlers.” 


There is, of course, the danger that amongst the incoming 
people there may be undesirable revolutionary propagandists 
smuggled in from foreign shipping centres, where no supervision 
of emigrants is in force. The existing maritime strike, involving 
stoppage of transport, has, it is asserted by some, been fomented 
by such undesirables. In the iron industry, at Lithgow, 
foreigners are said to have been accepted and employed before 
they could speak English. 





THE population of Sydney and suburbs reached the anticipated 
million towards the close of 1924. That of Melbourne was less 
by more than 120,000; the population density of Sydney being 
greater than that of Melbourne. 

The addition to population in the course of a few years of 
possibly half a million suitable British immigrants is an appre- 
ciated development. 

The long-debated scheme to raise locally special public loans 
for migration purposes, land settlement and public works in the 
Commonwealth has been tentatively adopted. By agreement 
with the British Government the Mother Country is to pay a large 
proportion of the annual interest on the loans, to foster the 
settlement of Australia by people of the British race. 

Srxce the close of the year there has been a decided fall in 
the selling price of wool in Australia, following upon a restriction 
of British buying and a slackening in Continental and American 
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demand. At the Sydney sales in November the high price of 
over £39 per bale was realised, so that later sales in February at 
less than £32 caused considerable comment. Victorian sales 
showed a considerable reduction of price also. This decline in 
values means a loss of possibly several millions sterling to the 
growers, and affects the community as a whole, since it is generally 
recognised that the wool clip is Australia’s main stay. Restricted 
offerings at future sales it may be hoped will have the effect of 
checking any tendency to further reduced prices, but even on 
present figures the return must be regarded as satisfactory to the 
producing interests as a whole. 





THE Queensland Arbitration Court recently appointed a 
commission consisting of Mr. James Sutcliffe (chairman), Professor 
R. C. Mills of Sydney and Professor J. B. Brigden of Hobart to 
inquire into matters in relation to the existing basic-wage of that 
State. 

The Commission in its report has recommended that the 
chief guide to be followed by the court in declaring a standard 
basic-wage for industries of “‘ average prosperity’ should be 
the capacity of industry to pay wages. Cost of living should 
only be taken into account after capacity to pay had been ascer- 
tained. An index of capacity to pay should be obtained from 
an index of the value of material production per head in the 
preceding year, added to an index of prospective value of material 
production per head for the year in which the wage declaration 
is made—the average of the two giving the required index. In 
regard to industries of more, or less, than average prosperity, it 
should be considered whether it is practicable to fix craft wages 
as a percentage upon general rates in each industry. 

The present basic-wage is based on the amount held to be 
necessary to keep a man, his wife and three children in reasonable 
comfort. The report suggests also a scheme of child endowment, 
under which parents would be paid an amount for each dependent 
child. This would mean a reduction of the basic-wage, or at 
least an alteration in the method of its estimation, with reflex 
action extending to the man paid by “ salary.” 

It is considered by some that the adoption of the commission's 
report would be a turning-point in the history of wage regulation 
in Australia. This is doubtful, however, seeing that Queensland 
is only one of the Australian States, and industrial conditions 
outside her border cannot fail to have an influence upon price 


movements there, more especially for industries not specially 
¥2 
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sheltered. The effect of tariff restrictions needs also to be con- 
sidered, particularly where labour-cost is a high proportion of 
total cost, or the products subject to the vicissitudes of world 
markets. In New South Wales the Board of Trade in August 
last fixed the basic-wage at £4 2s. weekly, but it is now possible 
that some revision will be attempted in view of a reported fall in 
the cost of living. 
A. DuckwortTH 


March 25, 1925. 





NoTres ON JAPANESE AFFAIRS 


(From our Japanese Correspondent) 


In 1924 the trade returns for Japan proper, Formosa, and 
Korea rose to 2,597,000,000 yen for the imports, and 1,872,000,000 
yen for exports, resulting in an unprecedented excess of imports 
amounting to 725,000,000 yen. This was chiefly due to the 
steady rise of prices, which had somewhat declined, however, 
when compared with those ruling just before the earthquake of 
September 1923. 


Average Price Index (100 for July 1914) 


1923 1924 
January 214 224 
April 216 217 
August 216 215 
October 234 226 
December 226 228 


Wages, which stood at 111-8 in September 1923 and rose to 
116-8 in December 1924 (taking the index for the latter half of 
1920 as 100), are partly responsible. But the chief explanation 
must be found in the currency. The note issue of the Bank 
of Japan rose to 1,662,000,000 yen at the end of 1924, showing 
a striking increase when compared with 1,287,000,000 yen of pre- 
earthquake days (August 1923). 

Export of gold being still prohibited,’ it is inevitable that 
the yen should stand very low as against the dollar. If it were 
not for the continuous issue of bonds and debentures in New 
York and London, the fall would have been still greater. Since 


1 A resolution to remove the ban was proposed by Mr. Muto of Osaka, but 
was rejected by the Lower House on March 19, 1925. 
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the Government issue of sterling loans of £150,000,000 in February 
1924, the city of Tokyo has raised £3,000,000, and the importation 
of American capital by numerous electric power companies is 
now estimated to have exceeded $100,000,000. 





After many fruitless conferences, the Treaty with Russia was 
signed at last on the 21st of January. It consists of basic agree- 
ment, protocols, memorandums on coal-mining in Saghalien, 
apologies for the Nikolaievsk affair, and statements concerning 
the Portsmouth Treaty. The most important points are the 
concession of coal and oil fields in Saghalien, revision of the 
fishing agreement, future settlement of the former Russian 
Court’s loans to Japan, expression of regret for the Nikolaievsk 
murder on the part of Russia, and the prompt evacuation of 
troops stationed in North Saghalien on the part of Japan. It is 
mutually agreed not to disseminate propaganda of a dangerous 
nature. A Bill to guard against such propaganda was presented 
to the Diet and passed both Houses on the 19th March. 

Under existing circumstances too much must not be expected 
from the resumption of commercial relations. As for the rumour 
of a secret agreement between the two countries, it is absolutely 
and officially denied by the Japanese Government. 

As a result of the settlement of the oil concession by the new 
treaty and of the expiry of the time fixed for the commencement 
of the actual work by the Sinclair firm, the contract between the 
Soviet Government and the American firm is likely to be cancelled 
regardless of the protest of the latter. 





In response to the visit of the Viceroy of French Indo-China 
last year, a special mission, headed by Duke Yamagata, was 
sent out in February and was received most warmly by the 
French authorities and residents. Not only were misunder- 
standings removed, but commercial relations, which were greatly 
restricted on account of discriminatory duties, are expected to 
be made much closer. Supplies of rice and minerals will be 
welcomed by Japan, while cotton and silk goods may be useful 
to Indo-China. The improvement of economic relations with the 
French colony will eventually lead to the extension of com- 
mercial and financial transactions between the mother country 
and Japan. It is reported that French capitalists will take part 
in the supply of funds and materials for the construction of the 
underground electric railway for Tokyo, which is going to be a 
very big undertaking. 
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On the 10th of January, Chinese employees of the Naigai 
Factory, a cotton mill owned by Japanese capitalists, walked 
out on the ground of unsatisfactory pay and treatment. The 
strike soon spread to many factories under Japanese manage- 
ment, and the number of strikers rose to over 30,000. After the 
strike had lasted for about a fortnight and in some cases somewhat 
riotously, the work was resumed as the result of a compromise 
arrived at between the factory owners and workers. The main 
reason for Japanese capitalists establishing factories in China 
is the cheapness of Chinese labour. By some the origin of the 
strike is ascribed to instigations of Communists and anti-Japanese 
propaganda. 

Whatever the cause may be, if the wages are raised to the 
same level as in Japan, the necessity of setting up factories on 
Chinese soil is lost, and the tide might turn the other way, leading 
to the removal of factories to Japan, as the risks and dangers 
are greater where order and security cannot be duly kept by 
police or military forces in cases of emergency. 





If the universal manhood suffrage Bill, which is now the 
burning question in the Diet, is passed, the number of voters 
will be increased from 3,000,000 to 12,000,000 and the pre- 
dominant position hitherto occupied by the agricultural class 
will be weakened, new voters being recruited from industrial and 
commercial fields. Still, the majority of the population being 
engaged in agriculture, their favour is naturally courted by party 
men and members of Parliament. A petition was presented to 
the Lower House by members belonging to leading parties, 
urging the Government to: 


. Lessen the tax burden of the agricultural population ; 
Preserve and create owners of the soil ; 

. Reform education in agricultural districts ; 

. Supply capital for agricultural use ; 

. Encourage various subsidiary works. 


me WwW bd = 


or 


There is no doubt that it will be passed by the Diet, and its 
objects may possibly be met by the Government, especially at 
a time when distress and suffering of the agricultural districts are 


the subject of popular discussion. 
J. SoYEDA 


Tokyo, March 22, 1925. 
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OBITUARY 


Str WILLIAM ACWORTH 


THE members of the Royal Economic Society will have 
heard with great regret of the death of Sir William Acworth, a 
distinguished and active member of the Society since 1895, 
a member of the Council for twenty years, and a frequent con- 
tributor to the pages of the Journal. 

The third son of the Rev. William Acworth of South Stoke, 
Bath, William Mitchell Acworth was born on the 22nd November, 
1850, and was educated at Uppingham and Christ Church. 
After leaving Oxford, where he took a second class in the Modern 
History School, he was English tutor to the ex-Kaiser and Prince 
Henry of Prussia for eighteen months, and then a master at 
Dulwich College until 1885. The following year he was elected a 
member of the Metropolitan Asylums Board, of which he became 
chairman. He was also a member of the L.C.C. for three years. 
In 1890 he was called to the Bar. 

Railways had, however, become his hobby, and he was 
becoming well known as a writer on them. His first books, The 
Railways of England, published in 1889, and The Railways of 
Scotland, which appeared a year later, were mainly descriptive. 
However, the rates inquiry, which followed the Railway and 
Canal Traffic Act, 1888, attracted him, and, after a visit to the 
United States to study the railway problems there, he produced 
The Railways and the Traders, an admirable statement of the 
railways’ methods of attacking rate problems. After this he 
was persona grata with the railways, until his characteristic 
honesty compelled him to criticise their retention of old ways, 
old types of rolling stock, and rule-of-thumb habits. In this he 
won little support in the ranks of railwaymen except on the 
North-Eastern Railway, where he was listened to with much 
sympathy by Mr. (now Sir George) Gibb. His great cry was 
for statistics. Adequate statistics would, he believed, throw 
such a flood of light on the operation of the railways of this 
country that changes in methods would inevitably follow. 
Though he met with many disappointments, he lived to see the 
figures, which he so ardently desired, regularly issued by the 
Ministry of Transport, beginning in 1920. 

Meanwhile Acworth had been busying himself in the work of 
railway education. Not many years after the London School 
of Economics was founded, he started a series of lectures on 
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Railway Economics, which he continued to steadily growing 
audiences for some ten years. English text-books being non- 
existent, he embodied his lectures in The Elements of Railway 
Economics (1905), a book which has run through half a dozen large 
editions, and has been translated into several languages. It is 
a very lucid piece of writing, and did much to establish the 
world-wide reputation which he later enjoyed. In addition to 
its great Railway Department, the School of Economics owes 
its unique collection of books and pamphlets on transport to 
the generous gift of the Library he had collected for his personal 
use. 

The year 1899 marked a change in his outlook. He was a 
member of the Royal Commission on Accidents to Railway 
Servants, the report of which led to legislation in the following 
year. From this time he sought more active work in connection 
with the railways, though he continued to write on them. He 
became interested in the schemes for building new underground 
railways in London, and joined the Board of the Piccadilly Tube. 
In 1906 he was a member of the Vice-regal Commission on Irish 
Railways, and in the same year he served on the Board of Trade 
Committee on Railway Accounts and Statistics. The latter led 
to a substantial revision of the statutory form of the annual 
reports, the new form coming into use in 1913. 

All this time he had been acquiring that vast knowledge of 
the railways of the world which was to serve him so well in the 
last ten years of his life, a period of remarkable activity in which 
he left his mark on railways in Canada and India, in South 
Africa and Europe. In 1916 he was invited to advise the 
Canadian Government on their railway policy. A supporter of 
private enterprise on railways, he displayed his breadth of mind 
by advising nationalisation of the bulk of the railways of Canada 
in view of their near approach to bankruptcy. His reasons for 
preferring private enterprise were set out in An Historical Sketch 
of the State Railway Ownership, which appeared in 1920, based on 
the evidence he gave before the Newlands Committee of both 
Houses of Congress in 1917. The ultimate solution which he 
proposed, and which was adopted, was a Government Company, 
amalgamating practically all the railways of Canada except the 
Canadian Pacific Railway, and a separate Railway budget. 

The Rhodesian Railways next claimed his attention, and in 
1920 he was selected for the Chairmanship of the Committee on 
Indian Railways. The report condemned the Indian railway 
system in its relations between the State and the companies, 
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especially in the matter of finance. The separation of the 
railway budget, and the extinction of the leasing companies 
with only a small financial stake in the railway, were recom- 
mendations which are on the road to being carried out. Knight- 
hood in 1921, followed by the K.C.S.I. in 1922, was the reward for 
a first-rate piece of work. 

Though now turned seventy years of age, he readily responded 
to a request from the League of Nations in 1923 to investigate 
the administration of the Austrian railways. Again his recom- 
mendations were mainly carried out, and the results have been 
so good as to win wide commendation. His crowning triumph 
came in the following year, when he investigated the German 
railway situation for the Reparations Commission. A fluent 
French and German scholar, he was the master-spirit of the 
inquiry, and the report was adopted without the dotting of an “i” 
or the crossing of a “t.’’ A Government company was to 
succeed the Government Department in the control of this 
the greatest system of State railways in the world—the one, 
moreover, which had always been pointed to to show that State 
railways could be a financial success. The new organisation was 
admirably described in the columns of The Times under the title 
“ A Railway in Pawn.” 

Economists have criticised his writings as being weak in 
Economics, and he himself often lamented that his knowledge of 
economic theory was so limited. On the other hand, practical 
railwaymen frequently criticised him on the score of being too 
theoretical. In spite of his critics he has left his mark on a great 
public service in four continents, and, whilst it is early days to 
judge, the writer ventures to hazard the opinion that his work 
and writings both show a wonderful combination of practice and 
theory, and a remarkable capacity for keeping a balance between 
the two. His work will live because it is built on sound principles 
—his writings will live because they are true to life. 

W. T. STEPHENSON 





CURRENT ToPIcs 
Tue Annual Meeting of the Society was held at the London 
School of Economics on May 7, 1925. The accounts for the 
year were received, and the Secretary presented a report in the 
form of the following table :— 











330 THE ECONOMIC JOURNAL [JUNE 





n " | ; 1 
| 1924 ees 1922) 1921| 19201919 1918 1917 1916 1915 1914 





| H | 
307| 228) 105) 60) 52| 64 100; 50 


New Fellows and Library Members dected | | 
21 


Fellows lost by death, resignation, or default | “92 “85) ote 21) 40) 14) 41; 43) 25) 43! 33 
| H | | } 





EERDIINEED ’ dosssncnpaanccace piucseaenmriabesouepasasatks. 
Number of Fellows and Library Members on | | 

WPDIRIIOE BEG osc s ocean cad wen caver tacdctaontonss 2156 168 vt 491) 1383 1097, 909, 818 799! 790 751; 694 
Total Compounders included in above total . 453 404) 370) 340) 307 232 211; 191! 179 173) 159 
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The formal proceedings were followed by tea and then by a 
Discussion on The National Debt. Lord Haldane presided, and 
the following, amongst others, contributed to the debate—Dr. 
Hugh Dalton, Mr. Alfred Hoare, Prof. D. H. Macgregor, Mr. J. M. 
Keynes, Mr. R. G. Hawtrey and Mr. P. D. Leake. A report of 
the discussion will be published in the September JouRNAL. 





WE have to record, with great regret, the death, since the 
Annual Meeting, of Lord Milner, one of the Vice-Presidents of 
the Society. Lord Milner presided over the proceedings of the 
Annual Meeting of 1924. 





THE Editors of the JouRNAL announce that, in accordance 
with a recent decision of the Council, there will be published 
in the course of the coming year a special additional number of 
the JoURNAL, which will be entirely devoted to Economic History. 
This number will be supplied to Fellows without charge. There 
will, therefore, be more space available, than has been possible 
hitherto, for the publication of articles of an historical character. 





Tue following have been elected to membership of the Royal 
Economic Society : 
Adams, I. G. Bowyer, S. J. Field, W. G. 
Akerman, Prof. C. Burraston, V. H. Fisher, R. 
Angas, L.L.B.,M.C. Butterfield, R. D. Forsyth, J. D., M.C. 


Aranha, R. C. Buttress, 8S. J. Giggins, E. W. 
Barnes, G. C. Cannon, A. Glasswell, E. G. 
Bemis, A. F. Chahuan, A. R. Grove, E. 

Beevers, S. Cohen, I. E. Hamano, K. 
Bizzell, W. B. Cooke, A. T. S. Hamilton, R. N. D. 
Bogdan, N. Craig, Dr. J. J. Hanger, Prof. J. H. 
Booth, N. Croucher, G. T. Hansen, Prof. A. H. 


Boswood, C. R. Dyer, G. O. Hardy, C. O. 
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Headley, W. H. Malak, K. B. T. Simons, A. J. 
Hester-Baker, B. R. Marshall, D. A. Simons, E. H. 
Hodgson, F. Mascarenhas, T.G. Spearman, A. C. M. 
Hopkins, G. A. J. May, R. Burgess. Stagg, E. W. 
Horton, 8S. Miller, Lieut. A.G. Stalker, W. H. 
Hunt, W. D. Mohindra, Prof. C. Steele, F. E. 
Jenkins, G. Naranaiya, V. L. Swanston, D. 
Johnson, T. A. Neill, A. J. Taneja, R. C. 
Khanna, R. C. Newman, T. W. W._ Tebb, H. R. 
Krishnamurti, K. I. Nishimura, K. Thomas, J. W. 
Lace, J. I. Parkinson, H. W. Villamin, V. 
Laycock, H. H. Percival, A. Walker, F. B. 
Lee, R. E. B. Pritchard, E. L. Watkins, L. L. 
Legge, K. H. Rai, H. C. ' Wicks, A. W. K. 
Lewis, T. Rebello, A. J. Williams, T. G. 
Liddiard, R. Regnaud, I. St. J. Withers, H. R. 
Llewellyn, L. Ritson, N. D. Wright, F. 
Logan, A. R. Roberts, D. W. Wynne-Bennett, 
Lones, J. B., jun. Robinson, W. H..D. 
MacDonald, J. C. Ruttledge, L. C. Yamauchi, N. 
McLeod, J. Schlagenhauf, M. J. Yarrington, A. E. 
Maidment, G. J. Sheffield, E. E. Zee, Zing-Soo. 


The following have compounded for life membership : 


Angas, Lawrence L. Escher, W. C. Hooper, H. 

B. Fanno, Prof. M. Marshall, David A. 
Brison, C. S. Goldberg, F. Murdoch, J. H. 
Burnett-Hurst, Hardy, Charles O. Scott, H. C. 

Prof. A. R. Hawes, Stanley T. Spelman, S. 


The following have been admitted to library membership : 
Bankers’ Trust Company, New York; The Rice Institute 
Library, Texas; The Teachers’ College Library, Sydney; 
Federal Reserve Bank of Chicago; Chief Section of Statistics, 
Treasury Dept., Washington. 

We record with regret the deaths of the following Fellows of 
the Society : 


Aeworth, Sir William M., K.C.S.I. (elected 1895). 
Desai, M. H. ( 4 1920). 
Knight, P. A. R. ( .» 3%). 
Leverhulme, the Lord . 1907). 
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Mr. Henry Hiaes, C.B., who is well known to our readers 
as having been an editor of the Economic JourNAL for many 
years and for a longer period and still the contributor of impor- 
tant articles and reviews, has accepted the office of University 
Lecturer in Economics in the University of North Wales at 
Bangor. He is described as an “ independent ”’ Lecturer in that 
he is the Head of the Department of Economics. 





Our American Correspondent writes :— 

“ Former Senator Simon Guggenheim has given the sum of 
three million dollars as a fund for research fellowships. These 
research fellowships are to carry with them a stipend of not less 
than twenty-five hundred dollars and may be utilised by the 
beneficiary for study or travel in Economics or Social Science in 
any part of the world. They are open to women as well as to 
men, and it is expected that they will be utilised especially by 
the younger professors and instructors in universities. This is 
far and away the most important gift in recent years designed 
to foster economic research.” 

‘“‘ A conference on inheritance taxation attended by Federal 
and State officials as well as by scientists and representatives of 
the public was held in Washington in February. It was opened 
with an address by President Coolidge and lasted two days. It 
was designed to ascertain some practicable method of avoiding 
the duplication and overlapping of inheritance taxes as among 
the States and the Federal Government.” 





PROFESSOR Epwin R. A. SELIGMAN has been elected a foreign 
member of the Accademia delle Scienze Morali e Politiche, Naples, 
and he has also received the degree of Honorary Docteur es 
Droit from the University of Paris. An annual prize has been 
instituted at Mt. Holyoke College to be known as the Hdwin R. A. 
Seligman Prize in Economics. 





Our Australian Correspondent writes :— 

“Many Australians received with regret the cabled announce- 
ment of the death of Professor Walter Scott, M.A., formerly of 
Sydney University, where he was for several years Professor of 
Classics, having been appointed in 1885 as successor to Dr. Chas. 
Badham. By his earnest efforts the study of Economics was 
stimulated, as he took a prominent part in the Foundation and 
work of the local society for 10 years up to 1897. 
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“Mr. J. B. Brigden, B.A., has been appointed to the Chair 
of Economics in Hobart University in place of Professor 
Copland. 

“* At the recent quarterly meeting of the Chamber of Commerce, 
in Melbourne, Professor Copland delivered an address in reference 
to the newly-instituted Chair of Commerce at Melbourne Uni- 
versity. He considered the three main problems of the faculty 
to be the training for a degree or diploma, the question of research 
work, and the development of the study of commerce in its 
widest sense. Exception has been taken by some people to the 
inclusion in the course of lectures in accountancy, auditing, law 
and business practice, as possibly detracting from the value of 
the diploma, but these subjects are not to be compulsory. 

“Comparatively few, probably, outside those more parti- 
cularly interested in Economic research, are aware of the good 
work resulting from a gift of £1000 to the Adelaide University 
in 1903, for the purpose of promoting the study of commerce. 
The ‘ Joseph Fisher Lecture in Commerce ”’ was founded as 
the result of the donor’s liberality, and the biennial lecture is 
printed and distributed. Ten lectures have already been 
delivered, the topics treated including Commercial Education, 
Banking, Company Law, War Finance, Currency and Prices, 
Money, Credit and Exchange, etc. 

“ At the August gathering of the Australasian Association for 
the Advancement of Science the formation of an Economic 
Society of Australia and New Zealand was proposed, and further 
steps have since been taken by a committee in Melbourne. It 
is understood that a satisfactory response has been made to the 
appeal for the foundation of branches in the various capital 
cities, and that branches in Brisbane and Hobart have been 
successfully organised. The earlier Australian Economic Asso- 
ciation, which was instituted in Sydney in 1888, and published 
a monthly journal in which appeared contributions from many 
public men of the time, was re-constituted in 1901 as the Economic 
Science Section of the Royal Society of New South Wales, with 
Mr. Richard Teece as the first chairman of the Section.” 





The following passage from the Observer of April 17, 1825 
may serve to remind us that academic economics in England is 
now just about a hundred years old :—‘‘ Mr. Henry Drummond, 
the banker, with a munificent liberality and zeal for the 
interests of science, has founded and endowed at his own expense 
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a Professorship of Political Economy at Oxford. The salary 
is £150 per annum.” Mr. Nassau Senior, the first Drummond 
Professor at Oxford, was appointed in 1826. Mr. George Pryme, 
the first Professor of Political Economy in Cambridge, was 
appointed (without stipend) in 1828, after having lectured 
regularly for twelve years prior to that date. The Dublin Chair 
was founded by Dr. Whateley in 1832. 





THE Council of the Royal Statistical Society will, in 1925, 
again award the Frances Wood Memorial Prize, value £30. The 
Prize will, as before, be awarded for the best investigation of 
any problem dealing with the economic or social conditions of 
the wage-earning classes, the subject to be chosen by the com- 
petitor and to be treated on statistical lines. Those eligible to 
compete are :— 


(1) All undergraduates or graduates of not more than three 
years’ standing of Universities in the United Kingdom. 

(2) Non-graduate students who have attended a tutorial class 
of the Workers’ Educational Association for at least 
two years, during the four years preceding the award. 

(3) Students who have resided, and followed a course of 
study for at least one year at Ruskin College, in the four 
years preceding the award. 

(4) Such other candidates as the Council in their discretion 
may admit. 


Theses submitted or intended to be submitted as university 
exercises, and also published papers, are admissible. Essays 
(which must be either printed or typed, and accompanied by 
copies of all statistical tabulations), must be sent to the Honorary 
Secretaries of the Royal Statistical Society, 9, Adelphi Terrace, 
W.C. 2, not later than 26th October, 1925. 





Tue following numbers of the Economic JOURNAL are 
required for the purpose of completing sets: 9, 37, 39, 41, 42, 
43, 46, 47, 48, 49, 50, 51, 54, 55, 62, 65, 80, 82, 89, 90, 91, 95, 
96, 100, 101, 105, 107, 108, 109, 110, 111, 112, 113, 114, 115, 
116, and 117. The Secretary of the Royal Economic Society 
would be much obliged if any Fellows who can spare their copies 
of these issues would send them to the Assistant Secretary, 
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Mr. S. J. Buttress, 6, Humberstone Road, Cambridge. A pay- 
ment of 6s. will be made for each copy so returned. 

Covers for binding the Economic JouRNAL can be obtained 
from the publishers, Messrs. Macmillan & Co., St. Martin’s 


Street, London, W.C. 2, at the price of 3s. each. 





ERRATUM 
In the Economic Journat, Vol. XX XY. (1925). 


On page 36 delete the last sentence of the first paragraph 
beginning “ That is, if Y,” and the second note. 





RECENT PERIODICALS AND NEW BOOKS 


Economica. 


Marcu, 1925. The Fall of Fertility among European Races. Sir 
WiLu1AM BeEveripGE. The decline of human fertility since 1880 
is due mainly to deliberate prevention; other hypotheses not 
squaring with the fact that the decline is greater according as the 
population is either more dense or less Catholic, ceteris paribus, 
as in the case of adjacent provinces in Holland. Public Expen- 
diture and the Demand for Labour. R.G. Hawtrey. The policy 
of regularising the demand for labour by advancing or retarding 
public works cannot be defended, as by Professor Pigou in 1912, 
without respect to money. In abstracting the apparatus of 
marketing “‘ he has poured away the baby with the bath water.” 
If new works are financed by the creation of bank credits they 
will give additional employment. “The true remedy for unem- 
ployment is to be found in a direct regulation of credit on sound 
lines.”” The Steel Industry of India. Dr. GILBERT SLATER. The 
new imports and bounty, in connection with the low price at 
which steel can be supplied by Europe signify that Indian tax- 
payers are asked to pay in order that Indian agriculturists may 
have the privilege of paying dear for their implements. 








Journal of the Royal Statistical Society. 


JANUARY, 1925. The Growth of Population and the Factors which 
Control it. (Presidential Address). G. Upny Yue, F.R.S. As 
suited to represent the growth of population over a long period 
of time a simple formula suggested by Verlust (1838-47) is recom- 
mended. The death-rate in recent times has not controlled the 
growth of population; the birth-rate is the operative factor. 
Discussion on the Laws Governing Population. Dr. 'T. H. Steven- 
SON, opening the discussion, referred to Prof. Bowley’s article in 
the Economic JourNAL for June, 1924, Dr. Brownlee’s article in 
the Lancet of November Ist, and Mr. Yule’s Presidential Address. 
He contended that there is a correlation between large families 
and high infant mortality; and remarked on the general fall in 
the birth-rate throughout Europe in this century. Professor 
Bowley showed that an ordinary quadratic parabola could well 
represent the movement of a population during a century; though 
for very long periods it would break down. That objection was 
not applicable to another familiar formula. Sm Wzr.1am 
BEVERIDGE argued that the fall in birth-rate which set in after 
1880 was not due to economic causes. Dr. Marie Stopes sup- 
ported Dr. Stevenson by the observations which she had made 
on the death-rate of pregnancies. Dr. GREENWOOD pointed out, 
in favour of Mr. Yule’s “ logistic” curve, that not only did it 
smooth the data as well as a parabolic curve, but it led to no 
absurdities beyond the range of observation. Mr. YuLE defended 
himself with spirit against criticism. 
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The Quarterly Review. 


ApriL, 1925. An Experiment in Socialism. F.A.W.GiIsBoRNE. An 


unsparing indictment of Australiar. labour policy; especially of 
the 1912 Navigation Act, which for the benefit of a privileged 
few inflicts injury on the majority of Australian citizens and on 
the residents in Papua and Tasmania. 


The Edinburgh Review. 


Aprit, 1925. An Economic Paradox. Harotp Cox. On the one 





hand, remarkable prosperity is indicated by the growth of the 
shopkeeping and banking and motor industries; on the other 
hand are unmistakable signs of decay in several leading industries 
—shipbuilding, engineering, cotton, coal. Wage-earners who 
insist that wages should not be reduced nor hours lengthened 
should begin to think what they will do when these industries 
close down. ‘Trade Unions, instead of sending missions to Russia 
to absorb Bolshevic fictions, should organise inquiries in Canada 
and Australia as to resources available for the support of our 
surplus population. Arbitration in Australia. F. A.W. GISBORNE. 


The Round Table. 


Marcu, 1925. The Gold Standard. “A return to the gold standard 


cannot be ruled out on the assumption that the Central Banks 
of the world, while wise enough to manage an inconvertible 
currency, are not wise enough to prevent wild fluctuations in the 
value of gold.” ‘A stable sterling exchange is of first-rate 
importance for the maintenance of London’s pre-eminent position 
as the financial centre of the world.” The issue between a 
“ managed ” currency and the gold standard turns on the com- 
parison between the stability of gold and that of democratic 
politicians. Volcanoes in Industry. A survey of conditions in 
the industries of coal-mining, engineering, ship-building and 
railways brings out the division between the conventional 
Socialist and the uncompromising Communist. 


Contemporary Review. 


ApriL, 1925. The Problem of the Slums. ARTHUR GREENWOOD, M.P. 


The root trouble is the character of the slum-dwellers, who are 
not easily detached from their environment. The problem of 
re-housing, for the solution of which some not heroic measures 
are suggested, is aggravated by the general shortage of houses. 


International Labour Review (Geneva). 


Fesruary, 1925. The Adaptation of Wages to the Cost of Living in 





Hungary. D. Pap. The absence of good index-numbers prevents 
adaptation, and real wages are still much below the pre-war 
average. The Practical Interpretation of Index-Numbers. E. C. 
Snow. Discussions about method and formule have obscured the 
importance of statistics adapted to the purpose of a business 
barometer. Alcoholism and Industrial Accidents. Tario Voron- 
MAA. Chronic alcoholism is a potent cause of industrial accidents ; 
but the effect of other kinds of drunkenness is not so well evidenced. 
Labour Problems in Northern Ireland. J. A. Dae. 
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Marcu. The Unification of Social Insurance. Dr. Karu PRIBRAM. 
An American Experiment in Unemployment Insurance by Industry. 
Bryce M. Stewart. The Problem of Workers’ Control in Belgium. 
Max GorrscHaLK. Belgium has not progressed far. Some 
Precedents for the Family Wage System. Pauw H. Dovetas. 
Food rationing in war time, mothers’ pensions, income tax 
exemptions, and other precedents are instanced. Women Trade 
Unionists in the United States. Amy G. MAHER. 

Aprit. The New Social Insurance Act of the Czechoslovac Republic. 
Leo WintER. The Administrative Machinery of Social Insurance. 
J. L. Conen. The Classification Problem in Statistics. R. H. 
Coats. There is proposed a tripartite classification of commodities 
according to component material, purpose, and origin; with 
corresponding classifications of industries and occupations. 


International Review of Agricultural Economics (Rome). 


OcToBER—-DECEMBER, 1924. Agrarian Policy of Soviet Russia. M. 
TCHERKINSKY. This well-documented history treats of: I. 
Agriculture in the period of the “war communism ”’; resulting 
in the impoverishment of the peasants; II. The revival of 
Agrarian Capitalism; not so rapid but that production is stil] 
much below what it was in 1913. The writer is a well-known 
member of the Agricultural Institute. He has had access to 4 
the documents relating to Soviet Russia at the International 4 
Labour Office, Geneva. 


Quarterly Journal of Economics (Cambridge, Mass.). 


Fesruary, 1925. The Trend of Economics. AtLyn A. Youna. 
Knight’s limitation of theory to the negation of stupid theorising, 
Wolfe’s “ functional economics ”’ excluding the pursuit of know- 
ledge for its own sake, Clark’s ‘‘ Non-Euclidean ” economics, these 
and other doctrines of these and other doctors are reviewed. Wesley 
Mitchell’s ‘‘ Prospects of Economics ”’ receive especial attention. 
British Opinion on the Gold Standard. W.T. Layton. Even if a 
controlled currency be theoretically advisable the required 
discretionary power will not be entrusted to anyone. The gold 
standard might not disturb internal prices; and would promote 
the stability of foreign exchanges in which Britain is much 
interested. A Proposal for Regulation of the Coal Industry. J. ¥ 
OrcHaRD. The chaos in the American coal industry—surplus 
mines, surplus miners, fluctuating output—might be obviated if 
the industry were controlled by a body representing conflicting 
interests. Industrial Profitsin 1917. RaupH Eprstern. Earnings 
of 26,477 corporations in 108 industries for the year 1917—not a 
very typical year—show great variations in the proportion of net 
income to invested capital, ranging from less than 9 per cent. to 
over 60 per cent. There are also great differences between firms 
in the same industry. The largest firms do not earn the biggest 
profits. Monetary Theory and Monetary Policy. JAMES W. ANGELL. 
Among conclusions reached by comparing the views of Cassel, 
Keynes, Nogaro, and Rist is the following: “Control of prices 
can be secured in considerable degree by deliberate manipulation 
of the amount of money and bank credit in circulation, along the 
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lines suggested by Cassel and Keynes”; but not to the extent 
which they suppose. 


The American Economic Review (Cambridge, Mass.). 


Mazcu, 1925. Quantitative Analysis in Economic Theory. WESLEY C. 


MitcHeLti,. Taking for text Marshall’s dictum that quantitative 
analysis “‘ must wait upon the slow growth of thorough realistic 
statistics,’ Professor Mitchell is more optimistic. The Economists 
and the Public. FRanK A. Ferrer. ‘On the whole economics is 
not losing influence with the general public,” notwithstanding 
piquant divergence between the business and the academic point 
of view. Factors Affecting the Trend of Real Wages. A. H. 
Hansen. Real wages are now 25 to 30 per cent. above the pre- 
war level. Increased production is a dominant factor; more 
important than restriction of immigration. The Stabilisation of 
Prices and Business. JoHN R. Commons. Referring to the 
resolution of the Federal Reserve Board in 1923 enjoining 
‘regard to the accommodation of commerce and business ”’ and 
to “the general credit situation,’ the writer looks to the federal 
reserve system to protect the stability of the price level. He 
does not anticipate an early return to an international gold 
standard. Some kind of international understanding between 
the banking systems of different countries may be possible. 
What can Central Banks Really Do? T. E. Grecory. Perhaps 
they cannot do so much as some brilliant economists, English, 


Swedish and American, haveassumed. ‘“‘Isitquitesocertain .. . 
that the price structure is directly dependent upon the volume of 
Bank loans, and is it quite so clear ... that the volume of 


Bank loans is capable of direct control by manipulation of rate 
of interest?’ Some International Aspects of Monetary Policy. 
J. R. Bettersy. London Corn Market at Beginning of the Nine- 
teenth Century. C. R. Fay. 


Journal of Political Economy (Chicago). 


Fesruary, 1925. English War Statistics of Pauperism. Epita 


Assott. Labor's Attempt to Govern Britain. WuttL1AM THOMAS 
Morean. Family Allowances. Paut H. Doveras. A _ dis- 
cussion of questions relating to allowances paid on behalf of 
dependents, e.g., what provision should be made for adult 
dependents? Should the payment be made in money or in 
goods? To the mother or the father? Present-day Tendencies 
in German Socialism. E. FRANKEL. 


Aprit. The Treatment of Dividends in Income Taxation. H. L. Lutz. 





The Concept of Income in Federal Taxation. W. W. Hewett. 
The legal definition is found to be “ receipts by the taxpayer of 
money or money’s worth, growing out of the productive process, 
and actually realised after deducting all necessary cost of acquisi- 
tion,” e.g. the services of a housewife are not to be considered 
income, since not realised as payments. The Significance of 
Industrial Integration. L.K.FRranx. A growth of integration with 
many beneficial consequences is anticipated. The Effect of Price 
Fluctuations on Agriculture. Atom H. Hansen. The effects of 
general price fluctuations on the purchasing power of farm products 
and on the status of the farmer are considered. Credit Aspects 
of Agricultural Depression, II. CLAUDE L. BENNER. 
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Annals of the American Academy (Philadelphia). 


Marcu, 1925. Large-scale Electrical Development is the subject of 
this number. The “giant power” is considered by several 
experts in relation to agriculture, railways, factories, etc. 
Professor Irving Fisher anticipates the “decentralisation and 
suburbanisation of population ” and increased mobility of labour. 
Mary Pattison predicts the “ abolition of household slavery,” the 
emancipation of the housewife through the use of the vacuum 
cleaner, of electrical machines for washing clothes and dishes, etc. 


Review of Economic Statistics (Cambridge, Mass.). 


JANUARY, 1925. Review of the Year 1924. Bank Statistics for the 
United States. AttyN A. Younc. An Aggregative Index of 
Wholesale Prices 1859-66. James G. SmitH and Donatp E. 
Montcomery. A construction presenting interesting tests and 
comparisons with other index numbers. 


Journal des Economistes (Paris). 


Fresruary, 1925. Enlizement Socialiste. Yves Guyor. Le Rapport 
du Gouverneur dela Banque de France. X. La situation financiére 
et économique des Ftats-Unies, XXX. 

Marcy. Le systéme Price et l’Amortissement. Yvres Guyot. The 
fallacies of Richard Price afford lessons applicable to our times. 
Situation économique et financiére de la Grande-Bretagne en 1924. 
N. Monpet. La Commerce extérieur de la Russie pendant l'année 
1923-1924. A NICOLSKI. 

Aprin. Les intéréts économiques et l’ceuvre socialiste. YvEs Guyot. 
Les Sociétés a responsabilité limitée. FERNAND JACQ. 


Revue d’Economie Politique (Paris). 


JANUARY-FEBRUARY, 1925. La balance des comtes de la France. P. 
MeyniaL. Les Companies Francaises d’ Assurances sur la vie et les 
Nouvelles’ Conditions économiques A.-P. de Mirimonde. Critique 
de lV “‘ utilité finale” I. CHartes Turcron. “ The doctrine of 
final utility is not so much a new explanation of value as a 
philosophic (approfondie) explanation of the intimate mechanism 
of our valuations.” 


Jahrbiicher fiir Nationalékonomie und Statistik (Jena). 


Marcu, 1925. The main article deals with the conception of labour 
divided into (1) mechanical, (2) objective, and (3) subjective. 
The miscellanies deal with some more objective themes: the 
price of bread in Berlin, 1924, and the cost of living since the war 
in Russia and other countries comparatively with Germany. 


Archiv fiir Sozialwissenschaft und Sozialpolitik (Tiibingen). 

FreBruARY, 1925. Wieser’s Theorie der Gesellschaftlichen Wirtschaft. 
I. AtrrED Amonn. Ueber Wesen und _ Besonderheiten der 
Agrarpolitik. WattTeR ScuHIFF. 


Giornale degli Economisti (Rome). 


JANUARY, 1925. Considerazioni su alcune recenti Experienzi Mone- 
tarie. C. Bresctant TurrRonI. The recent experiences of 
Germany and other European countries illustrate important 
properties of depreciated currencies. A proposito di “‘ Meccanica 
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Economica.” U. Broo, L. Amoroso. The first writer, raising 
difficulties about the article which the second writer contributed 
to the “Giornale ” of January-February 1924, provokes a warm 
rejoinder. 

Fespruary. Le illusioni statistiche. Frtice Vincr. Errors of 
observation, of classification, of comparison, of simplification and of 
generalisation are exposed and illustrated. La teoria degli 
accumuli esposta in modo elementare. Ianatio Messina. A 
popular version of Cantelli’s Tavoli di Mutualita. 


La Riforma Sociale (Turin). 


JANUARY-FEBRUARY, 1925. I disfattisti della lira. GrvusEPPE PRATO. 
Il conto consuntivo delle ferrovie dello Stato. F. A. Repact. 
Idennita di guerra e debito interalleati. G. Carano-Donviro. 

Scientia (Milan). 

Marcu, 1925. Industrial Unrest. F. J.C. HearnsHaw. Apart from 
fallacious Marxist dogma there are legitimate grounds for discon- 
tent; low remuneration, insecurity of conditions of work and life, 
lack of control. If the disastrous evil propaganda could be elimi- 
nated, natural and healthy discontent might stimulate progress. 


Metron (Ferrara). 


DrEcEMBER, 1924. Media aritmetica media armonica e media geometrica 
det corsi di una moneta deprezzata. G. BreEscIANI TURRONI. 
Applied to the fluctuations of the paper mark the three leading 
averages show great divergences for October 1923, but not much 
for December after the monetary reform. L’augmentation de la 
mortinatalité générale en France pendant la guerre. F.SAVORGNAN. 
The increased proportion of still-born infants during the war was 
due mainly to the larger proportion of older parents, consequent 
on the separation of younger consorts. 


De Economist (La Hague). 


JANUARY, 1925. Leen drievoudig Stiefkond. A. N. MouLenaar. The 
entrepreneurs’ freedom of action, threatened by Socialistic 
legislation, is vigorously vindicated. 

FEBRUARY. Oorsaken en gevolgen van kapitaal-export. W. C. Post- 
HUMUS MeyJres. The causes and consequences of exporting 
capital are exhibited in the light of recent literature. De “* Metal- 
list”? Pierson. Pror. H. W. BorpEwisH. An examination of 
Pierson’s views on the value of money, to which there is ascribed 
some inconsistency. 

Aprit. Rome en rente. Pror. B. F. OverMAaAtT. Referring to an 
article by Prof. Van Blom in the “ Economist ” of last June on 
the doctrine of the Medieval Church concerning interest. 


Ekonomisk Tidskrift (Uppsala). 


1924, No. 7-8. Statistical notes. 

1924, No. 9-10. Protection and Free Trade. KNut WicKSELL. A 
review of the final report of the Tariff Commission. (The Effects 
of the Tariff on Sweden’s Economic Life before the World War.) 
The writer holds that duties may change the terms of exchange in 
international trade to the advantage of the country that imposes 
them. However, the chance of actually carrying out such a policy 
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in practice is small, chiefly because other countries impose duties 
too. Hence, a mutual agreement of free trade would undoubtedly 
not only benefit the world as a whole, but also increase the national 
income of each country separately. A qualification must, 
however, be made with regard to the international movements of 
the factors of production. Universal free trade would lead to a 
redistribution of capital and labour between the countries, which 
from a national point of view is a disadvantage to those that lose 
their productive forces. Another argument for protection is that 
it may increase the share of the national income that goes to 
labour, not only relatively but also absolutely. Yet, Wicksell 
supports the free trade argument of the majority report, in which 
a presentation of the economic foundation of protection is given 
by Professor Heckscher, and criticises the minority report, which 
has in part been written by another of Sweden’s most famous 
economists. He also expresses the opinion that the tariff problem 
is not in itself of great importance to a country like Sweden. The 
disastrous effect of protection lies in its creation of an atmosphere of 
hostility and of suspicion among the nations. Review of A Tract 
on Monetary Reform. Davin Davipson. Davidson examines 
why business men gain during inflation and finds that Mr. Keynes 
is mistaken on this point, or at least expresses himself inaccurately. 
Not Ricardo but MacCulloch is the originator of the purchasing 
power theory. Ricardo criticised it on several occasions, e.g. in 
his letters (Hollander: Letters of Ricardo to MacCulloch, p. 39). 
Why should only England and the U.S.A. aim at a fixed price 
level and other countries prefer a fixed foreign exchange on one 
of these two countries? Keynes’ monetary system logically 
assumes the entire elimination of gold. The criticism of the 
gold standard is said to be unfair, because it is directed not 
towards its inherent principles, but towards its result in practice 
before the war. A rationalised and improved gold standard is not 
so bad as Keynes thinks. The writer adds some remarks on the 
fundamental purpose of the gold standard; the value of the 
currency should be determined by the commodity value of gold; 
the fact that gold is used as a basis of the currency should, therefore, 
not influence its value. This would be the case if gold coins were 
not used and if the central banks were under an obligation to buy 
and sell gold at a fixed price, but so managed the value of the 
currency that they never bought or sold anything at all. On 
Economic Barometers. HARALD WESTERGAARD. A_ careful 
analysis of some of the fundamental problems of business fore- 
casting. The attitude may be described as that of a hopeful 
sceptic—sceptical towards the present results, hopeful for the 
future. The Tariff Problem according to the Report of the Tariff 
Commission. SvEN Brisman. A discussion of some of the 
theoretical problems raised in the report, e.g. the influence of the 
tariff on the price level. 


1924, No. 11-12. The Economic Effects of the Hight-Hours Day. 


Berti Onin. This is the first part of a long essay. It deals 
with the reaction of the human element in production, when 
the working day is shortened. The experience from isolated 
experiments, e.g. in the English munitions industry, is at first 
analysed. Then follows an account of the results reached after 
a more general reduction, and, at last, the optimum working day 
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is discussed. The author stresses the fact, that the full influence 
of a shorter working day on the capacity for work cannot be seen 
as long as “ everything else is unchanged ’’; for the reaction of 
the human element means a change in the conditions that deter- 
mine the best co-operation between the worker and the machine. 
Hence, a readjustment of the technical organisation is necessary 
before the full effect of the shorter working day can be expected. 
The Bank of Sweden and its Discount Policy during and after the 
World War. A. WENNERBERG. In no other country has the 
discussion of monetary policy been so intense as in Sweden 
since 1914. Here the development is analysed in detail, and 
an account is given of the standpoint taken by the economists and 
the Bank on different occasions. The Nationalisation Committee’s 
Proposal concerning the State Railways. Oscar FALKMAN. The 
author, who is one of the non-socialist members of the committee, 
defends the proposal. The Reform of the System of Municipal 
Taxation. E. GEER. 





NEW BOOKS 
English. 


Apams (ArTHUR H.). Economics of Business Cycles. London : 
Magraw-Hill. 1925. Pp. 268. 

(Causes of cyclical fluctuations and methods of abating their violence are 
studied. Many theories of business cycles are cited and discussed. } 


AsHLey (Str Wii1AM J.). The Christian Outlook. Being the 
Sermons of an Economist. London: Longmans. 1925. Pp. 99. 


[Malthus, Jones, and the other divines who are remembered for their con- 
tributions to Economics could not have preached more edifying sermons than 
those which are collected in this volume, having been addressed to various 
congregations in different cathedrals, churches and unconsecrated buildings by 
alay economist. He looks at the Industrial régime from a Christian point of view. 
From a familiar text he educes the ‘‘ duty of thought ’’ imposed on Christians, 
the duty of forecasting the future, of considering what they can contribute “ to 
ease the passage of inevitable changes.” He interprets the primary Christian 
commandment as prohibiting our “ regarding other human beings as instruments 
for our individual purposes.” | 


BaRTHOLOMEW (J. G.) and Lypr (L. W.). The Oxford Economic 
Atlas. With an introduction by L. W. Lypr, Professor of Economic 
Geography in the University of London. Sixth edition, revised by 
J. BartHotomMew. Oxford University Press. 1925. Pp. 64. 


Brig Narain. The Population of India: a Comparative Study. 
Lahore: Krishna. 1925. Pp. 215. Rupees 4. 

[The gradual assimilation of what is best in Western industrialism is advised. 
There must be brought home to the masses the suffering caused by the doctrine 
that every Hindu must have a son or he cannot go to heaven. “ It is doubtful 
if every Hindu goes to heaven; it is certain that many a Hindu lives in a hell 
upon earth.’’] 


Burns (C. DELiIsLe). Industry and Civilisation. London: Allen 
and Unwin. 1925. Pp. 278. 


(The work purports to be a study of the psychological and moral factors 
underlying the economic characteristics of modern industry.”’ The defects of 
the industrial system are exhibited by reference to a moral criterion. } 
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Daruine (Matcotm LYALL). The Punjab Peasant in Prosperity 
and Debt. With a Foreword by Sir Epwarp Macra@an, K.CS.L., 
K.C.I.E, late Governor of the Punjab. Oxford University Press. 
1925. 


Davises (A. Emit). The Story of the London County Council. 
London: Labour Publishing Co. 1925. Pp. 95. 


[The author is Chairman of the London County Council Labour Party, 
having been a Member of the Council since 1919.] 


Emmett (W.H.). The Marxian Economic Handbook and Glossary. 
With numerous corrections, explanations and emendations of the 
English version of Vol. I. of Capital. For the use of advanced students 
and beginners. London: Allen and Unwin. 1925. Pp. 350. 


[To clarify the English version of Vol. J., especially the first three chapters, 
of Capital is the special purpose of the book.] 


FENELON (K. G.). The Economics of Road Transport. London : 
Allen and Unwin. 1925. Pp. 256. 10s. 6d. 


{Historical notes on the introduction of different kinds of vehicle accom- 
panies a consideration of economic problems.] 


FILeNE (Epwarp A.). The Way Out. A business man looks 
at the world. London: Routledge. 1925. Pp. 248. 
[Mass production and mass distribution are extolled. The successful business 


of the future must be conducted as a public service. The writer, an American 
shopkeeper, surveys the world of business from a new point of view.] 


Gitt (ConrAD). The Rise of the Irish Linen Industry. Oxford : 
Clarendon Press. 1925. Pp. 359. 


Giucurist (R. N.). The Payment of Wages and Profit-sharing. 
With a chapter on Indian Conditions. Calcutta: University. Pp. 
422. ‘7s. 6d. 


Grecory (T. E.). Foreign Exchange before, during, and after 
the War. Third impression, revised. Oxford University Press. Pp. 
116. 


[Some statistical material in the Appendix has been brought up to date, but 
not the text; ‘“‘ the argument is independent of the illustrations.’’] 


HoveLtt (Mark). The Chartist Movement. Edited and com- 
pleted with a memoir by T. F. Tour. Second edition. Manchester : 
University. 1925. Pp. 327. 6s. 


[A revised second edition of a book reviewed in the Economic JourNat, 1919.} 


Manchuria (North) and the Chinese Eastern Railway. Harbin 
(China): C.E.R. Printing Office. 1924. Pp. 454 (4to). 


[The economic conditions of North Manchuria—its agriculture, forests, 
manufacturing industry, ete.—are described in several chapters by different 
writers. The Chinese Eastern Railway is the subject of the last chapter. ] 


Mirus (R. C.) and Benya (F. C.). Lectures on the Principles of 
Money, Banking and Foreign Exchange, and their application to 
Australia. Sydney: The Authors. 1925. Pp. 135. 


[A course of lectures delivered under the auspices of the University of Sydney ; 
at which the first author is a Professor, the second a Lecturer. Among applica- 
tions to Australia may be noticed the consideration of a sterling exchange 
standard, the resolution to return to the pre-war gold standard, if and when 
England returns; and meanwhile to aim at stability of exchange with England.] 
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Minty (L. Le Marcnant). English Banking Methods. The 
practical operation of an English bank. London: Pitman. 1925. 
Pp. 458. 


[The book purports to give a man who has already had some experience of 
bank life a more complete view of the work. The treatises of Gilbart and George 
Rae being out of date as text-books of banking procedure, it is hoped that the 
want thus caused may be supplied by this work. ] 


Morrit (L. W.). England on the Eve of the Industrial Revolution. 
A study of economic and social conditions from 1740 to 1760, with 
special reference to Lancashire. London: King. 1925. Pp. 312. 

(The author is Lecturer in Political Economy at Wesley College, Winnipeg.] 


OttvEeR (E.M.). The World’s Industrial Parliament. Being a short 
popular account of the International Labour Association set up by the 
Covenant of the League of Nations. London: Allen and Unwin. 
1925. Pp. 63. 


Palgrave’s Dictionary of Political Economy. Edited by Henry 
Hices, C.B. Vol. I., A-E. London: Macmillan Co. 1925. Pp. 
924. 36s. 


[‘‘ Addit acervo,”’ the Horatian motto applied by Palgrave to his work, 
represents a more difficult task when the compilation to which addition is to be 
made has been stereotyped. Mr. Higgs has executed this difficult task with 
skill; retaining the stereotyped pages, with modifications where possible of 
passages which had become obsolete, and adding a substantial Appendix con- 
taining new articles and continuations of old articles. ] 


SarnsBury (EruHet Bruce). A Calendar of the Court Minutes, etc. 
of the East India Company, 1664-1667. With an introduction by 
Sr WituiaM Foster. Oxford: Clarendon Press. 1925. Pp. 466. 


SantosH Kumar Das. The Economic History of Ancient India. 
Calcutta: Mitra Press. 1925. Pp. 311. 

[The Author is Professor of History and Economics in the Tribhuban-Chandra 
College, Nepal.] 


Srecau (Louris) and Santatov (A. A.). Commercial Year-book of 
the Soviet Union, 1925. London: Allen and Unwin. 1925. Pp. 
428. 6s. 


(The principal object of this compilation is to supply business men in Great 
Britain and America with details concerning the agriculture, industry, foreign 
trade, finance, etc. of the U.S.S.R. (Union of Socialist Soviet Republics). There 
is included some more general information about the constitution, education and 
labour problem of the U.S.S.R.] 


Suaw and Kuampata. Wealth and Taxable Capacity of India. 
Bombay: Taraporevala (London: King). 1924. Pp. 345. 


Smit (SrrR H. LLEWELLYN). The Economic Laws of Art Produc- 
tion. An Essay towards the Construction of a Missing chapter of 
Economics. London: Oxford University Press. 1924. Pp. 146. 


TAWNEY (JEANNETTE). Chapters from Richard Baxter’s Christian 
Directory (1673). With a Preface by the Ricut Rev. CHARLES GORE. 
London: Bell. 1925. Pp. 173. 6s. net. 

[Characteristic chapters have been selected by Mrs. Tawney from the Puritan 
Summa-theologica and Morales in one—described as perhaps the last example of 
Christian principles systematically applied to economic relation, such as those 
of buyers and sellers, masters and servants, landlords and tenants. ] 
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. Vaxin (C. N.). Financial Developments in Modern India, 1860- 
1924. Bombay: Taraporevala (London: King). 1924. Pp. 640. 


Wiis (T. G.). The Main Currents of Social and Industrial 
Change, 1870-1924. London: Pitman. 1925. Pp. 314. 5s. 


Witson (THomas). A Discourse upon Usury. By way of dialogue 
and orations for the better variety and more delight of all those that 
shall read this treatise [1572]. With an historical introduction by 
R. H. Tawney. London: Bell. 1925. Pp. 391. 15s. net. 


American. 


BowveEn (Wirt). Industrial Society in England towards the end 
of the Eighteenth Century. New York: Macmillan Co. 1925. 
Pp. 343. 


Brookuincs (Ropert §.). Industrial Ownership. New York: 
Macmillan Co. 1925. Pp. 105. 


Carver (T. N.). The Economy of Human Industry. New York: 
Macmillan Co. 10s. 6d. 

CiaRK (Frep E.). Readings in Marketing. New York: Mac- 
millan Co. 1924. Pp. 705. 

[Over 200 separate studies transcribed or ‘‘ adapted” from authoritative 
publications throw light on competition, distributive co-operation, the functions 
of middle-men and advertisements, dishonesty in trade, and many other aspects 
of the modern systems of distribution.] 

Eaves (Lucite). A Legacy to Wage-earning Women. (Studies 
in Economic Conditions of Women, Vol. XII. Boston: Women’s 
Educational and Industrial Union. 1925. Pp. 135. 

[A sub-title describes the work as “‘ A Survey of gainfully employed women of 
Battleboro, Vermont, and of relief which they have received from the Thomas 
Thompson Trust.”” Thomas Thompson was a millionaire who died in 1869, 
bequeathing a fortune to be applied to the relief of poor seamstresses and others 
who might be in temporary need in Brattleboro and another town. The Research 
Department of which Miss Eaves is the Director now inquires into the working of 
this agency. ] 

Frets (HERBERT). Principles of Wage Settlement. New York: 
Wilson. 1924. Pp. 452. 

[A collection of decisions, edited, with a general introduction to the subject 
and notes and comments relating to particular principles: ‘‘ The Living Wage,” 
“The Cost of Living,” ‘‘ The Condition of Business,” etc.] 


GRUBER (Dr. J.). Czechoslovakia. A Survey of Economic and 
Social Conditions. New York: Macmillan Co. 1924. Pp. 256. 


Hexter (M. Beck). Social Consequences of Business Cycles. 
With an Introduction by Attyn A. Youne. Boston: Houghton. 
1925. Pp. 206. 

[Birth-rate, death-rate, number of marriages and divorces present many 
interesting correlations. It is ingeniously suggested that fluctuations in the rates 
of birth and death may have something to do with the beginnings of business 
fluctuations. ] 

HipparD (Horace B.). History of the Public Land Policies. 
New York: Macmillan Co. 1924. Pp. 591. 


Loman (Henry James). The Insurance of Foreign Credits. 
Philadelphia : University. 1923. Pp. 142. 
{A doctoral thesis. ] 
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MERRIAM (CHARLES E.), BARNES (HENRY ELMER), and others. 
New York: Macmillan Co. 1924. Pp. 597. 

[Essays on contemporary developments in political theory contributed by 
students of the late William Archibald Dunning, Professor of History and 
Political Philosophy in Columbia University; edited by C. E. Merriam and 
H. E. Elmer. Each of the editors contributes two out of the thirteen essays. ] 


SELEKMAN (BEN M.) and KLEEcK (Mary Van). Employees’ Repre- 
sentation in Coal Mines. A study of the industrial representation plan 
of the Colorado Fuel and Iron Company. New York: Russell Sage 
Foundation. 1924. Pp. 454. $2. 


(This volume with that which follows form the second and third studies in 
the new series of reports on industrial relations which are being issued by the 
Department of Industrial Studies of the Russell Sage Foundation. ] 


SELEKMAN (BEN M.). Employees’ Representation in Steel Works. 
New York: Russell Sage Foundation. 1824. Pp. 293. 


[See preceding note. ] 


SELEKMAN (BEN M.). Sharing Management with the Workers. 
New York: Russell Sage Foundation. 1924. Pp. 142. 


SELIGMAN (E. R. A.). The Economic Problems of the Modern 
Dentist. An address before the King’s County Dental Society. New 
York: Reprinted from the Dental Outlook, October 1924. 

[The remarks about earning, spending, and saving are of general interest. 


Professor Seligman does not rule out “ ability to pay ” as a principle of remunera- 
tion; a principle sometimes adopted in the medical profession, and by the State 


in preference to Poll Taxes. Private luxury is denounced. ‘‘ No man has a 
right to havea great picture gallery worth millions of dollars.’’ Intelligent specu- 
lation may be practised, at least as a “‘ hobby ’’—a species of secondary occupation 


which is recommended. Transcending economic problems is “‘ the profound 
philosophical problem of the world order and our happiness.”’} 


Setiaman (E. R. A.). Taxation and Prices. Address to the 
Academy of Political Science. New York: Academy of Political 
Science. 1925. Pp. 110. 

[The effects of taxation on particular prices and on the general price level are 


considered. The latter topic connects with the production or social utility of 
taxation, which is not to be measured by the failure of a service to be self- 


supporting. ] 

Smita (Epcar LAawReENcE). Common Stocks as Long Term 
Investments. New York: Macmillan Co. 1924. Pp. 129. 

[A comparison between the advantages of bonds and of diversified common 
stocks as investments. ] 

WuitE (Howarp). Executive Influence in determining Military 
Policy in the United States (University of Illinois Studies, Vol. XII.). 
Urbana: University. 

[The legislation for the creation, organisation and employment of the nation’s 
armed forces forms the subject of this study. | 

Wricut (JOSEPH). Selected Readings in Municipal Problems. 
Boston: Ginn. 1925. Pp. 961. 

Youne (JoHN PaRKE). Central American Currency and Finance. 
With an introduction by E. W. Kemmerer. Princeton: University 
Press. 1925. Pp. 258. 


{An account of the currency systems and recent financial developments in 
Central America. ] 
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French. 


BonINSEGNI (PascaL). Traité d’Economie politique. Economie 
politique, théorique. Premier Cahier. Lausanne: Rouge. 1925. 
Pp. 86. 

[The writer, who is Professor of Political Economy at the University of 


Lausanne, follows his great predecessors, Walras and Pareto, in the use of 
mathematics. } 


GEMAHLING (PaAvuL). Les grands économistes. Paris: Sirey. 
1925. Pp. 330. 

[A useful introduction to the history of economic doctrine, referring to some 
seventeen leading writers—Aristotle, Aquinas, Quesnay ...on to Walras. 
Short specimens of each writer are given; for instance, one Essay of Hume 
(translated into French), one chapter of Cournot’s Principes ; together with a 
list of the writer’s principal works and the titles of useful summaries or com- 
mentaries. ] 


Hauser (Henri). Le probléme du Regionalisme. Oxford 
University Press. 


Henry (ALBERT). Le ravitaillement de la Belgique pendant 
l’occupation Allemande. Oxford University Press. 


Rovusters (PavuL DE). Les Grandes industries modernes. II. 
La métallurgie. Paris: Colin. 1925. Pp. 283. 


German. 


BRENTANO (LuGo). Die deutschen Getreidezdlle. Dritte Neuar- 
beitete auflage. Stuttgart, Berlin: Cotta. 1925. Pp. 142. 
[The third edition of a study on German Corn Laws which was first published 


in 1910 as a tribute to the memory of Roscher. The cause of free trade is main- 
tained against objections which have been directed against the earlier editions. ] 


Hrrart YasutTaro and Dr. Atrrep Isaac. Quellenbuch der 
Betriebswirtschaftlehre. Ausgewahlte deutsche Abhandlungen. 
Berlin: Spaeth and Linde. 1925. Pp. 221. 


Lewinsoun (R.). Die Umschickung europiischen Vermogen. 
Berlin : Fischer. 


Porovics (Dr. ALEXANDER). Das Geldwesen im Kriege. Oxford 
University Press. 7.50 marks. 


Revar (Dr. ANDREAS). Die auslindischen Wechselkurse in 
Frankreich seit 1914. Munich: Duncker and Humblot. 1925. Pp. 
119. 


Ritter (Dr. Kurt). Die Notwendigkeit von Agrarzdéllen in 
neuer Beweisfiihrung. Berlin: Parey. 1925. Pp. 72. 


STRIEDER (JakoB). Studien zur Geschichte kapitalisticher 
Organisationsformen. Zweite Vermehrte auflage. Berlin: Duncker 
and Humblot. 1925. Pp. 523. 


[Monopolies, Kartels, and Companies (Aktiengesellschaften) in the Middle 
Ages down to the beginning of modern times. ] 


Totomianz (V.). Geschichte der Nationalékonomie und des 
Sozialismus. Jena: Thiiringen. 1925. Pp. 192. 


[A somewhat enlarged version of a history that has appeared in French and 
Italian; being the substance of lectures given at the University of Moscow.] 
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Italian. 


Canina (A.G.). La finanza del Piemonte. Nella Seconda. Meta 
del XVI. Secolo. Turin: Artigianelli. 1924. Pp. 142. 


CrsaRI (E.). Elementi di Economica. Arcoli. 


GosBIs (FRANCESCO DE). II bilancio delle Societaé Aiuonime. 
Milan: Albrighi. 1925. 


Levi (Ettore). Un centra di studie di attivité Sociali. Rome. 


Mortara (GioRGIO). Prospettive Economiche Anno Quinto. 
Citta di Castello : Societa Typographica. 1925. Pp. 433. 


[This work maintains its high standard. As regards Italy in 1925 “ notwith- 
standing some obscure points, the present condition of Italian economy appears 
to be good in comparison with the recent past. The economic organism Is healthy 
and resistant, and has passed without injury through the political convulsions of 
the end of 1924.”” As an example of the world-review of the prospects of trade 
in various commodities we may quote from the summary of the world-position of 
wool: *‘ Persistent scarcity of the raw material owing to the great restriction of 
flocks of sheep, and the progressive substitution of the variety rich in meat for 
that rich in wool, An intense demand for woollen manufactures, owing to the 
improvement in the economic conditions of the world. High prices’’]. 


SERPRERI (A.). La politica agraria in Italia. Piacenza. 


Votta (RiccARDA DELLA). Le Crisi dei Cambi. Florence: 
Barbera. 1925. Pp. 136. 

[After setting forth relevant principles and facts, the writer investigates the 
causes and effects of the crises and the proposals for the stabilisation of money 
made by Keynes, Fisher and Cassel.] 


Spanish. 


Bernis (Francisco). La capacidad de desarrollo de la economia 
Espajiola. Madrid: Cosano. 1925. Pp. 48. 


Swedish. 


BrisMAN (SVEN). Hur en nationalekonom betraktar varlden. 
(How an Economist looks upon the World.) Stockholm: Bonnier. 
1924. Pp. 38. 


BrisMAN (Sven). V&r kapitalmarknad. (Our Capital Market.) 
Stockholm : Svenska Bankféreningen. 1924. Pp. 15. 


{A discussion of the change which the Swedish capital market is at present 
undergoing. } 


CassEL (Gustav). Stabiliseringsproblemet. (The Problem of 
Stabilisation.) Stockholm: Norstedt. 1924. Pp. 278. 


(The principal chapter headlines are: Part I. : The Programme of Stabilisation : 
Stabilisation or deflation.—Stabilising the value of gold. Part II.: T'he Road to 
Stabilisation : Some fallacies.—The conditions of stabilisation.—Stabilising the 
interior value of money.—Consumption of capital.—International movements of 
capital. Part III.: The Present Monetary Policy in its Relation to the Problem of 
Stabilisation : Restoration of an international gold standard.—Return to the 
old parity.—Resistance towards stabilisation.—Introduction of a new gold par.] 
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Enstrém (A. F.). On Periodicities in Climatic and Economic 
Phenomena and their Co-variation. Stockholm: Ingeniédrsvetens- 
kapsakademien. 1924. Pp. 56. 

[The author, who is a prominent engineer, some years before the war published 
a work on the same subject, which he treated in a statistical manner, somewhat 
similar to that of H. L. Moore. The present book is a reconsidered statement 
in English. ] 

Hacstrom (K. G.). Ylleindustriens produktionsférhallanden. 
(The Wool Industry.) Stockholm: Marcus. 1924. Pp. 110. 


Karesy (Nis). Iakttagelser rérande socialiseringen i Osterrike, 
1918-1922. (Some Observations on the Nationalisation in Austria 
1918-1922.) Stockholm: Tiden. 1924. Pp. 111. 


LuBLIN (JARL). Ljusindustrien samt tillverkningen av glycerin. 
(The Candle and Glycerin Industry.) Stockholm: Tullberg. 1924. 
Pp. 119. 


Marcus (Moritz). Det svenska tobaksmonopolet. (The Swedish 
Tobacco Monopoly.) Stockholm: Tiden. 1924. Pp. 106. 


Marcus (Moritz). Statens jirnvagar. (The Swedish State Rail- 
ways.) Stockholm: Tiden. 1924. Pp. 149. 

[These investigations by Dr. Marcus as well as that of Mr. Karleby are made 
on behalf of the Nationalisation Commission, which is studying the relation 
between public enterprises, owned by the State, and the political organs of the 
State. The tendency is distinctly away from Marxist and Fabian principles.] 


Oxnurn (BerTIL). Den svenska tegelindustriens utveckling 1881- 
1913. (The Development of the Swedish Brick and Clay Industry, 
1881-1913.) Stockholm: Marcus. 1924. Pp. 79. 

[Drs. Hagstrém’s, Lublin’s and Ohlin’s investigations appear in the Tariff 
Commission series. They are somewhat on the same line as Professor Taussig’s 
Some Aspects of the Tariff Question.] 


Axerman (Gustav). Den amerikanska penningpolitiken under de 
senaste aren. (The Monetary Policy of the United States in Recent 
Years.) Stockholm: Svenska Bankf6éreningen. 1924. Pp. 17. 


Amark (Kart). Handels- och priséversikter rérande spannmal. 
(The Trade and Price of Corn.) Stockholm: Marcus. 1924. Pp. 143. 


[Gives some international comparisons of the prices of agricultural products. } 


Orne (ANDERS). Kooperatismen. (The Co-operative Programme 
of Society.) Stockholm: Koop. Férbundet. 1924. Pp. 50. 














